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Meter Shop—Champaign-Urbana, Illinois 


_ Water Works—plus hundreds of other 
Water Works — all working together to 
REDUCE WATER WASTE, can make a real 


and vital contribution to our ultimate Victory. 





Reduce pumpage by even a few thousand 
SAVING gallons and your SAVING is translated into 

FIGHTING tools. It means saving power, 
coal, chlorine, transportation, and productive 


WATER capacity that can all GO TO WAR instead of 
going to waste. 


One way to do this is the inauguration of a 
WASTE definite program of meter tests and repairs. 
Other towns are doing it; and they are finding it 
SAVES also repays them in increased revenue (and we 


UMP i 
. _— have the facts and figures on this ready to con- 
oom vince you). 


_ See your nearest Trident representative now. 
TRANSPORTATION Without obligation on your part, tell him to help 
CHLORINE you put this plan into action. That is his job, and 
eile his and your duty—to put YOUR Water Works 
CAPACITY in the fighting line to help WIN THE WAR. 





NEPTUNE METER COMPANY ¢ 50 West 50th Street ¢ New York 20, N.Y. 
Branch Otfices in CHICAGO. SAN FRANCISCO, LOS ANGELES, PORTLAND, ORE., 
DENVER. DALLAS. KANSAS CITY. LOUISVILLE, ATLANTA. BOSTON. 

Neptune Meters. Ltd.. Long Branch. Ont., Canada 
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Plan NOW for Post-War Business 


On burner units for all types of gas appliances (using any kind of gas) on 
conversion burners for furnaces and boilers, and on gas pressure regula- 
tors—Barber Burner is a dependable source of supply. When normal civil- 
ian demand can again function, the market in the gas appliance industry 
will be bigger than ever before. Moreover, after two years of severe re- 
strictions, the demand for repairs and reconditioning of existing equip- 
ment will also be abnormally high. Barber is at present busy with vital 
war production, and can supply its regular products only as permitted by 
Federal regulations. But Barber engineers will be glad to plan with manu- 
facturers and distributors NOW—and help work out your design problems 
—so that you may be ready to compete for post-war business. 

We are gas burner specialists, and offer you our engineering and plant facilities for the 
development and manufacture of burner units for your specific purposes. Write for Cata- 


log illustrating and listing many types of burners for Appliances, Gas Burners for Fur- 
naces and Boilers, Regulators, etc.  .- 


Complete Catalog on request. 
THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


3ARBER BURNERS 
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® It looks different—but the 
real difference is in its per- 
formance. The housing simply 
won't break or warp — no 
bother or expense of repairs. 
Full-floating hookjaw (with 
handy pipe scale) and replace- 
able heeljaw take hold instant- 
ly, won’t lock on pipe. Adjust- 
ing nut in open house spins to 
pipe size. Powerful comfort- 
grip I-beam handle eases hard 
pulls. Ask your Supply House 
the rugged work-saver 


RIESIDb. We’re manufac- 


turing more of them than ever, 


for 


but it’s not enough — please be 


patient. 





Strap Wrench, pipe to 5", 





* WORK-SAVER PIPE TOOLS 


THE RIDGE TOOL COMPANY - ELYRIA, OHIO, U.S.A. 
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More Service... 
Less Upkeep 
cans mant™ 


If this Housing ever 
Breaks or Distorts we 
will replace it Free 


COPR 1937 
THE RIDGE TOOL CO. 
ELYRIA, O. 

















Guaranteed 
RrIFEEIb 
Heavy-Duty Pipe Wrench 
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Pages with the Editors 


TS death of our President was announced 
just as this issue goes to press. By the 
time these lines appear in print, the immedi- 
ate impact of this shocking loss will have 
passed and we, as a nation, will have entered 
a more contemplative, a more analytical phase. 
And so we forego the impulse to pay tribute 
to the many profound and constructive accom- 
plishments of our great World War II Presi- 
dent. In no field of industry will the passing 
of Frankiin D. Roosevelt be greater felt than 
in the field of public utilities. We will, of 
course, bring to our readers in future issues 
articles by way of reéxamination of the out- 
look for public utility reguiation and operation 
in the United States in the light of this 
momentous event. 


¥ 


pH of the most unusual meetings in a city 
. which has witnessed many unusual meet- 
ings was held in the auditorium of the Interior 
Department in Washington, D. C., on April 
2nd. On that day eight members of Congress 
led delegations of more than 1,200 embittered 
residents of Maryland, Virginia, and West 
Virginia to attack proposals to erect a string 
of 14 power and flood-control dams on the 
Potomac river and its tributaries north of 
Washington. Eight Congressmen, including 
four Senators, from the three states affected 
led the pilgrimage of protest. 


Witness after witness derided a plan to 
give the Potomac basin flood-control protec- 
tion based, allegedly, on permanently flooding 
the greater part of the area to be protected. 
Protection against flood which has to take the 
form of making a flood permanent, they 
argued, was nonsense. 


THE rest of the argument against the proj- 
ect was based chiefly on the destruction of 
scenic and historical points of interest so 
prevalent in that area, which witnessed the 
engineering efforts of young George Washing- 
ton and the abortive raid of the Abolitionists 
on the Harpers Ferry arsenal, as a result of 
which John Brown’s body still lies, presum- 
ably, “a mould’ring in the grave.” There was 
no doubt about the predomination of hostile 
sentiment against the ambitious project. When 
Senator Byrd of Virginia asked those opposed 
to rise, a majority of the assembly seemed to 
rise as One man. 


THIS meeting, which is elsewhere reported 
in this issue (see page 580),°is unique, first, 
because it happened at all in this day of wide- 
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Chase-Statler Photo 
TOM P. WALKER 


Are the electric utilities the shrinking violets 
of American industry? 


(SEE Pace 542) 


spread government partiality and almost ir- 
resistible popular publicity in favor of all such 
river basin project developments. Secondly, it 
is unique because it accompiished such prompt 
results. 

we 


fb: those of us who have lived closely to the 
trend of mounting public interest and in- 
creasing government activity in river basin 
development, this meeting raises a natural 
question. Who mobilized these people? Why 
did they come in such large numbers? Why 
were they so positive in their opposition to a 
program devised by usually competent au- 
thorities for their benefit? We have witnessed 
a number of meetings in recent years looking 
in the other direction—public ownership ral- 
lies, bright promises of cheap electricity, and 
so forth—at which the opposition was pictured 
as being confined to “vested interests.” But 


this was something different, something new. 


HERE was a collection of people—little peo- 
pie—chiefly farmers and river men, who were 
obviously mad through and through about a 
Federal government plan to flood their homes 
and change the face of the countryside they 
cherished. The moral seems to be that farmers 


and little people can get mad about such 
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8.5% efficiency at Venice 


At the Venice Station of Union Electric 
Co. of Ill. 2-440,000 Ibs./hr. Riley Steam 
Generating Units are operating at an 
efficiency. of 88.5% though guaranteed 
efficiency was only 86.4%. Here again, as 
in so many other cases, actual performance 
of Riley Units exceeds guarantees. 


TEST DATA 


Venice Station 


Steam Pressure, Drum geen 898 Ibs. 
Steam Pressure, Super Outlet 845 Ibs. 
Steam Temperature .. . 916° F. 
Draft—Air Heater Exit .. y By ixd 
Air Pressure—Air Heater Inlet 7.6” 
Steam Flow sue) See ine, jhe: 
Weight of Coal. ... 43,890 Ibs. /hr. 
Coal—Southern Ill. . . 10,556 B.t.u. 
Heat Balance 


LOSSES— 

Moisture in Fuel . . . . 1.0% 
HydrogeninFuel. . . . 3.8% 
Moisturein Air . . . . 0.1% 
Dry Chimney Gas Ghee tates 4.2% 


Combustible in Ash and 
Radiation Loss . .. . 2.4% 


Se ope tne ane 88.5% 
100.0% 


RILEY =" 


STOKER CORPORATION, WORCESTER, MASS. STEEL-CLAD INSULATED SETTINGS - FLUE GAS SCRUBBERS 
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8 PAGES WITH THE EDITORS (Continued) 


things. They need only to be told the facts 
and appealed to, from the standpoint of their 
own self-interest. And when enough farmers 
get good and mad, all the organized slick-paper 
propaganda of government bureaus or high- 
powered special committees, sponsored by spe- 
cial interests (even including labor unions), 
can’t hold a candle to the political steam be- 
hind the resulting volume of protest. 


Topay the Potomac Valley Authority plan 
is as dead as a dead duck for the indefinite 
future. The deed was done by simply letting 
the farmers and residents of the Potomac val- 
ley know the real facts. Their own self-in- 
terest did the rest. There ought to be a lesson 
in this for other valley areas now suffering 
under a blizzard of slick-paper propaganda. 


¥ 


Greaxine of means and methods for produc- 
ing the necessary facts, the charge has 
been made that the public utility industries, 
notably the power industry, have been some- 
what remiss in failing to speak up, as an in- 
dustry, in their own self-defense, or even more 
affirmatively for their-own benefit. We refer 
to a forthright editorial in our esteemed con- 
temporary, Electrical World, issue of March 
31st. By coincidence, this discussion seems to 
follow very much along the line of investiga- 
tion and analysis of the industry’s position 
which is contained in the leading article in this 
issue by a member of our own editorial staff. 


RatpuH S. CHIp, author of this article, has 
but recently joined our organization, but his 
experience with the problems of public utility 
industries goes back so far as to qualify him 
very easily for the right to that oft-abused 
title, “veteran observer.” He entered the utility 
business forty years ago when gas and transit 
were the leaders in the field, and electric power 
but a lusty tyro. He has seen the industrial 
emphasis shift and the power business expand. 
He was one of the organizers in 1910 of the 
United Light & Railway Company, and for 
many years a special representative for Bon- 
bright & Company, Inc. He traveled exten- 
sively in this country and abroad, forming 
many acquaintances among utility men. 


¥ 


rgd HAT along the same line of argument 
is the article beginning page 542 by Tom 
P. WALKER, who is the executive director of 
the Council of Electric Operating Companies, 
with headquarters in Washington, D. C. His 
dominant position in the industry hardly re- 
quires any further introduction. The title of 
Mr. WALKeER’s article speaks for itself—“A 
Story of Private Industry That Should Be 
Told.” Mr. WALKER started in the electric in- 
dustry in 1910 as a meter reader with the old 
Haverhill (Massachusetts) Gas Light Com- 
pany, of which he eventually became manager. 
After service in World War I as an AEF 
Army officer (Croix de Guerre), WALKER went 
South in the early twenties to become asso- 


APR. 26, 1945 




















































RALPH S. CHILB 


Silence may be golden but it has never bought 
anything by way of industrial defense. 


(SEE Pace 531) 


ciated with various electric utilities, rising by 
1930 to the presidency of the Gulf States Utili- 
ties Company (Beaumont, Texas) and becom- 


‘ing a director of Engineers Public Service 


‘Company. 
e 


© OING back to the Potomac valley meeting, 
it was significant that the only parties 
who appeared in favor of the development 
project were several witnesses identified with 
labor interests. One of these was Mrs. Clifford 
Durr, wife of a member of the Federal Com- 
munications Commission, and a member of the 
CIO Political Action Committee. There also 
appeared as favorable witnesses, the heads of 
the CIO and AFL union groups in Washing- 
ton, D. C. They all stressed the advantage of 
“cheap power” and more recreational benefits. 
But one wonders just why labor unions think 
they have a stake in promoting Federal gov- 
ernment activity along this line. 


THE concluding feature article in this issue 
by the well-known Hollywood, California, 
business writer, ALFRED M. Cooper, under- 
takes to show that the real interest of or- 
ganized labor, if properly understood by both 
labor leaders and management, lies in the op- 
posite direction—away from government con- 
trol. He also points to a concrete example of 
what has actually been accomplished along 
this line on the West coast. 


THE next number of this magazine will be 
out May 10th. 


A, Otis 
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Measuring and analyzing gas sales 
y any desired classification is a simple 
atter for executives of this well-known 
New York utility. 

Using the exclusive, automatic 
Remington Rand Synchro-Matic Punch, 
sales analysis tabulating cards are 
punched simultaneously with and as a 
yy-product of account billing on the 
Remington Rand Bookkeeping Machine. 
This synchronized operation produces 
he bill, the customer’s ledger record, 
and the tabulating card simultaneously 
—without any increase in operator 
time; assures absolute accuracy be- 
tween billing data and sales records; 





* The HOLE 
... the Symbol 









Brooklyn Union Gas Company gets fast, 
accurate, detailed sales analyses with 
Remington Rand Punched-Card Accounting 





Write for: “The HOLE-STORY of Pu 
the book that tells a vital story to business. It’s FREE! 





and takes advantage of the speed and 
accuracy of automatic, mechanical tab- 
ulating to produce any number of statis- 
tical analyses. 

Utility executives are fast recog- 
nizing the efficiency and value of Rem- 
ington Rand Punched-Card Accounting 
for the accumulation and analysis of all 
manner of utility-operation facts, in- 
cluding payrolls, labor distribution, 
material control, sales, financial reports, 
meter readings, etc’ 

Write to our branch office nearest 
you, or direct to Remington Rand Inc., 
Tabulating Machines Division, New 
York 10, N. Y., for further information. 


Reminglon Rand 


PUNCHED-CARD ACCOUNTING 


MARK of a System 
of Accuracy 


hed-Card A ing”— 
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Various regulatory rulings by courts and commissions reported in full text, 
pages 193-256, from 57 PUR(NS) 


APR. 26, 1945 





April 26, 1945 


Public Utilities Fortnightly 8 


VULCAN ENGINEERED SOOT BLOWER INSTALLATIONS 





Ore Foster. Wheeler Twin Furiece, 500,000 Ibs. per hour steam 
generator operoting of 1375 at 925° F. Soot blowers use 250 
ib. she ine. Long element tite in hot posi 
of elements ond protective 
use of mati : = : PRE 
port (Doge 6) even with the large Cagerive anashen i gies pare View of economizer installation with LGZ crank oper- 
eperction and eliminates element warpage. if ated head. Note the folding cranks and ease of piping up. 


The new VULCAN catalog fully describing VULCAN equipment appears in the 
1944 Sweets, and a copy is available on your request. 


VULCAN SOOT BLOWER CORPORATION, DU BOIS, PENNA. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MONTAIGNE 





“Flood control and power projects are competitive, not 
compatible.” 


¥ 


“The most crucial problem immediately ahead for the 
railroads undoubtedly is that of securing and retaining 
enough help to do the job.” 

> 


“The ability of the railways to serve the nation wit#de- 
pend upon the fairness of ‘the rules laid down for the 
transportation industries.” 


¥ 


“Tf a contest had been held on a nation-wide basis on 
how to save the least amount of coal with the greatest in- 
convenience to people, this [brown-out] would be it.” 


> 


“T know that it is not popular or even politically wise 
to talk about the need for more revenue and more taxes, 
but to me political considerations do not mean anything.” 


¥ 


“It is the duty of the Supreme Court, bolstered by an 
aiert public opinion, to maintain the balance of power 
between the Federal government and the state and local 
régimes,” 


* 


“In the face of our enormous Federal debt and budg- 
etary requirements, adequate profits are essential to ade- 
quate Federal revenue and no false leaders can alter this 
Pacts 


- 


“One of the most significant developments of the last 
decade has been the emergence of organized labor as a 
new political force. . .. peace and prosperity in the future 
depend on whether labor plans for it.” 


ba 


“We wish we had more domestic bliss between govern- 
ment and business. No one can say that business wel- 
comed this marriage. But advice to the lovelorn holds 
that even with shotgun weddings it is better for both 
sides to look. for good points rather than faults.” 


12 
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Businessmen, coping with changing accounting con- 
ditions and an increasing volume of work, are finding 
the flexibility of Burroughs machines an extremely im- 
portant advantage. And Burroughs systems and installa- 
tions men are giving them important help with their 
problems, thanks to the farsighted policies of the Bur- 
roughs organization. 


These Burroughs men have had years of intensive train- 
ing in machine accounting, and broad, diversified 
experience with all types of business enterprise. They 
have been working continuously with officers in the 
armed services, government officials and business exec- 
utives—helping them make the fullest use of the equip- 
ment they now have . . . helping them adapt their 
machines to changing conditions. 


Burroughs service men continue to provide the highest type of 
mechanical service—dependable in war just as before—to help 
keep Burroughs machines throughout the nation at top operat- 
ing performance. The reference files of up-to-date machine 
accounting information maintained in.all Burroughs offices are 
another service playing an important part in helping users get 
IN MACHINES fullest use from their present Burroughs machines. For help in 
IN COUNSEL ing your problems, call your local Burroughs office, or write 
IN SERVICE Burroughs Adding Machine Company, Detroit 32, Michigan. 





GURING, ACCOUNTING AND STATISTICAL MACHINES » NATIONWIDE MAINTENANCE SERVICE - BUSINESS MACHINE SUPPLIES 
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14 REMARKABLE REMARKS—( Continued) 


Excerpt from report of New York 
State Chamber of Commerce. 


EpiroriAL STATEMENT 
The Dallas Morning News. 


FREDERICK C, SMITH 
U. S. Representative from Ohio. 


ArtTHUR H. VANDENBERG 
U. S. Senator from Michigan. 


FRANKLIN D. ROOSEVELT 


‘ 


S. B. WILLIAMS 
Editor, Electrical World. 


WiuraM H. Davis 
Former chairman, National War 
Labor Board. 
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“A totalitarian government telling everyone at what 4 
job he must work, how he may invest, and on what he © 
may spend may be abie to provide everyone with a job, — 
No democratic government which leaves to the individual — 
freedom to choose can fulfill any such obligation.” 


¥ 


“If there . .. seems to be incongruity in the thought of 
a railroad commission running the oil business [in Texas], 
then it might be noted that throughout the world there is 
frequentiy little relationship between names and respon- 
sibilities of governmental agencies as they have been 
worked out.” 


¥ 


“One of the greatest fallacies that has ever gripped the 
minds of men is that bureaucracy is something that comes 
about through the demands of the civilian population. 
The growth of bureaucracy did not result from public ~ 
demand, but instead resulted from political salesmanship 
and propaganda.” 


5 


“A new rule of honest candor in Washington—as a sub- 
stituté for mystifying silence or for classical generalities 
—honest candor on the high plane of great ideals—is the 
greatest contribution we can make to the realities of unity 
at this moment when enlightened civilization is our com- 
mon stake.” 


* 


“The coming total defeat of our enemies, and of the 
philosophy of conflict and aggression which they have 
represented, gives us a new chance and a better chance © 
than we have ever had to bring about conditions under — 
which the nations of the world substitute codperation and 
sound business principles for warfare in economic rela- 
tions.” 


> 


“Rural electrification is not an end to be worked for. 
It is only a means.to an end, a means that must be joined 
with many others if the end 1s to be achieved. The end 
is twofold. It is to raise rural up to the level of urban 
living in terms of freedom from household drudgery, and 
to improve and increase farm production in the same 
way industrial production has been improved and in- 
creased,” 


¥ 


“We speak of wage stabilization, and of the disputes 
powers of the War Labor Board as war measures that 
will end with the war. But is the idea that the war 
will end on a certain date a sound idea, particularly in 
the field of wages and industrial relations? Is not the 
momentum going to carry some wartime conditions right 
into the peace, during a period of demobilization, recon- 
version, and adjustment?” 
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! Then you should 
specialist about switching equip- 
ment problems. R&IE has con- 
centrated for 31 years on these 
very problems. 


RAILWAY AND 
GREENSBURG, PA. . . 
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HI-PRESSURE CONTACT Switchine 
Equipment 4... crangea every notion of what 


a switch should be. Who but a specialist could develop 


equipment with the operating advantages, the ease of 
handling, the performance records and the simplicity 
of design that you find in Hi-Pressure Contact Switches 
R&IE continually searches for refinements, improve 
ments and operating advantages. 


INDUSTRIAL ENGINEERING CO 


. « « + In Canada — Eastern Power Devices Ltd., Toront 


Cooperating one hundred per cent with the War Effort. 
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STEEL ROLLING 


FIRE DOORS 






































efor quick, positive, automatic 
closure whenever fire strikes! 


Pushed downward by a strong starting spring . . . controlled in downward speed by a special safety 
device . . . and operable after automatic closure for emergency use, The Kinnear Steel Rolling Fire 
Door offers the most dependable, thorough and safe fire closure available.* These efficient doors 
remain coiled out of the way overhead when not in use, but they lower into place with speed and 
efficiency when fire threatens—combating one of the major causes of fire loss by cutting off drafts, 


_ blocking the spread of flames, and confining the fire to 
smaller areas. Approved and labeled by Underwriters’ Lab- 
oratories, they have saved as much as 33% of their cost 
annually, in reduced insurance rates. Built to fit windows, 
doorways or other openings of any size. Write for com- 
plete information. The Kinnear Manufacturing Company. 


“Kinnear Rolling Fire Doors can also be 
equipped for daily use as efficient service 
doors, with or without motor operation. 
But the regular (non-labeled) Kinnear 
Rolling Doors are preferred for service 
howe bh extra fire protection is not 1e- 
quired. 


Factories: 2060-80 Fields Avenue, Columbus 16, Ohio; 1742 Yosemite Ave., San Francisco 24, Calif. 
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Save to Win “ s | . s | 
with these four simple rules »22 IS a vita princip € 


of battery care: of utility operation 


1 Keep adding approved water at 
regular intervals. Most local water 
is safe. Ask us if yours is safe. 


Conservation of materials is no new story 

Keep the top of the battery and ° pe 
2 battery container clean and dry at a the — who operate public utilities. 
all times. This will assure maximum With thrift and efficiency they have always 


protection of the inner parts. 3s 

. planned for conservation. 
Keep the battery fully charged— 
but avoid excessive over-charge. , , S 
A ahah halen a ak. ae They’ve squeezed the last ounce of use 
when charged at its proper voltage. out of materials and equipment in their 
Record water additions, voltage, care . . . and today, that need is intensified. 
and gravity readings. Don't trust 
your memory. Write down a com- ghone . 
plete record of your battery's life One helpful principle to follow is that of 
history. Compare readings. “Buy to Last—Save to Win.” Buy quality 


If you wish more detailed information, or products and equipment, then care for it to 
have a special battery maintenance prob- . 
lem, Gea? beeiidlé te wile to. Eelde. avoid needless replacement. That conserves 


We want you to get the long-life built . s : 
into every Exide Battery. Ask for booklet vere materials, labor, and Space in factories. 
Form 3225, It frees these productive elements for essen- 


tial war production. 


2 
— Fx ide — 
THE ELECTRIC STORAGE BATTERY CO. 


CHLORIDE Philadelphia 
BATTERIES Exide Batteries of Canada, Limited, Toronto 
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The Egry SPEED-FEED, illustrated above, 
is one of the greatest business aids ever 
developed for stepping up the writing of 
typewritten records. It takes only one minute 
to attach the SPEED-FEED to any standard 
. make typewriter and instantly converts it 
into a practical billing machine. The Egry 
SPEED-FEED doubles operator output. 

Then there’s the Egry TRU-PAK Register for 
all handwritten records. On the TRU-PAK 
you will write records speedily, accurately 
and economically, Further, it assures com- 









BUSINESS SYSTEMS 


plete control over all business transactions. 


Egry ALLSET Forms for speed writing hand- 
written or typed records. Interleaved with 
one-time carbons, ALLSETS save many time- 
consuming manual operations. 


Egry Forms Engineers are experts at devising 
new forms or rearranging and simplifying 
existing forms to speed all record writing. 


Further information will be sent on request. 
Free demonstrations arranged at your con- 
venience. Write today! Address Dept. «-4.6. 
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LAN NOW FOR 1945 WITH 





MERCOID CONTROLS 





MERCOID HAS WHAT EXPERIENCED 
ENGINEERS WANT IN AN AUTOMATIC CONTROL 


1. Designed for positive safety—the prime purpose of a control. 


2. Built for years of dependable performance—a very desirable 
feature. 


3. Simplified for ease of installation—appreciated by the trade. 


4. Convenient facilities for making understandable adjust- 
ments—no time lost in calculating or guesswork. 


5. The only 100% Mercury Switch Equipped Control Line— 
which means that all “makes” “and breaks” in the electrical circuit are 
hermetically sealed, therefore immune to dust, dirt, corrosion, open arcing, 
pitting, or sticking of contacts—all common causes of contact trouble. 
Mercoid Switches provide an electrical contact that will give millions of 
perfect operations. 


The above facts merit your 
consideration. For detailed 
information see Mercoid 


catalog No. 600. 


THE MERCOID CORPORATION, 4219 BELMONT AVENUE, CHICAGO 41, ILLs 
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CAPTAINS 
OF 


INDUSTRY! 


This year we’ve got to make 2=3! We've 
got to lend Uncle Sam in 2 chunks almost 
as much as we lent last year in 3. Which 
means that, in the approaching 7th War 
Loan, each of us is expected to buy a 
BIGGER share of extra bonds. 


The 27 million smart Americans on the 
Payroll Savings Plan are getting a head- 
start! Starting right now they are boost- 
ing their allotments for April, May and 


June—so that they can buy more bonds, 
spread buying over more pay checks. 


Our Marines went over-the-top at Iwo 
Jima in the greatest, and hardest, battle 
in the Corps’ history. Now it’s your turn! 
Your quota in the 7th is needed to help 
finish this war, sidetrack inflation and 
build for future prosperity. So, captains of 
industry, plant your flag on top—like the 
Marines at Iwo Jima! 


CAPTAINS OF INDUSTRY—here’s your CHECK LIST for a successful plant drive: 


% Get your copy of the ‘7th War Loan 
Company Quotas’? from your local 
War Finance Chairman. Study it! 

*% Determine your quota in E Bonds— 
the backbone of every War Loan. 
Arrange for plant wide showings of 
“Mr. and Mrs. America’’—the new 
Treasury film. 

Distribute ‘‘How to Get There’’—a 


new War Finance Division booklet 
explaining the benefits of War Bonds. 
Circulate envelopes for safekeeping 
of bonds. 

Display 7th War Loan posters at stra- 
tegic points. 

And — see that a bench-to-bench, 
office-to-office 7th War Loan canvass 
is made. 


The Treasury Department acknowledges with appreciation the publication of this message 


PUBLIC ‘UTILITIES FORTNIGHTLY 


This is an official U. S. Treasury advertisement prepared under the auspices of the Treasury 
Department and War Advertising Council 
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TILL THE JAPS SAY “UNCLE” 


Ever since Guadalcanal the United States 
Marines have proved that boys from Ko- 
komo, the Ozarks and the Bronx—when 
steeped in Marine Tradition, skilled with 
Marine training—are doggone good fight- 
ers. On beachhead after beachhead—in 
jungle after jungle—they have been far 
outnumbered by the Japs. But not out- 
fought! 

On they go, those Marines, on land and 
sea and in the air . .. outsmarting, out- 
shooting, outkilling the enemy—till the 
Japs say “Uncle.” 

They have good equipment, sure. 
Most of the thousands of trucks 

they use, for example, are Interna- 
tionals. And most of the thousands 

of bulldozing tractors they use are 
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Internationals, too. Trucks and tractors 
—vital weapons in this grim, modern 
war! 
But proud as we are that Harvester has 
been able to make equipment rugged 
enough to fight with the Marines, we 
know that the real fighting machine in 
this march to Tokyo is the Marine him- 
self. What a machine! All speeds for- 
ward ... none reverse. Tough, rugged, 
smart. A superlative fighter, a superb 
citizen. 

We proudly salute those boys from Ko- 
komo, the Ozarks and the Bronx, 
who are fighting up to their glorious 
motto-——-Semper Fidelis. 


INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Avenue Chicago 1, Illinois 


(Manufacturers Service Agreement) 
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Climatic conditions, under which various communi- 
cations equipments are operated, vary from the 
sub-zero temperatures of the northernmost climates 
to the tropical temperatures encountered at the 


equator. Conditions of humidity cover the extreme 
range; from the dry arid regions of the many 


deserts, to the almost 100% humidity in tropical 
and sub-tropical atolls. 


It has been the problem of Sangamo engineers to 
design and produce capacitors that perform faith- 
fully under these varying conditions, and so assure 
vitally needed communications at all times. 


The wide variety of capacitors illustrated insures 


the availability of the proper unit for almost any 


mica capacitor requirement. 


SANGAMO ELECTRIC 


COMPANY 
SPRINGFIELD, ILLINOIS 


- 
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Gates—Intake, Sluiceway and Spillway 

* Hydraulic Turbines—Francis and Propeller Types 
Rack Rakes 
Trash Racks 


Valves—Pipe Line and Penstock 


NEWPORT NEWS SHIPBUILDING 
AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 
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aoe ws met wih CONDENSERS " ELLIOI 


The photograph shows one side of a twin 
60,000-sq. ft. Elliott condenser which serves 
a 65,000-kw turbine-generator, first unit in 
the new Harbor Steam Plant of the City of 
Los Angeles. The picture of the model which 
was made for study before the plant was 
built shows the arrangement of the turbine- 
generator with the twin condensers on 
either side, the units being joined by a 
special exhaust connecting piece. The twin 
arrangement of the condenser was desir- 
able for several reasons, one of which was 
rigidity and low center of gravity, vital in 
designing the turbine foundations to with- 
stand possible earthquake tremors. 

The arrangement gives a low broad 


PR ELLIOTT 


EAM TURBINES « GENERATORS »« MOTORS « CONDENSERS o 


foundation to carry both turbine-generat 
and condenser and allows solid bolting 
the condenser on its foundations instead 
spring supports, differential expansic 
being taken care of by rubber fabric e 
pansion joints between each conden 
and the connecting piece. 


Each condenser is served by a triple tw 
stage steam jet ejector and there are 
additional single-stage ejectors for qui 
startup purposes. 


The entire installation is typical of 1 
successful solution to unusual proble 
resulting from the able cooperation { 
Elliott engineers. 


COMPAN 


Heat Transfer Dept., JEANNETTE, P 


Plants at JEANNETTE, PA. = RIDGE! 
SPRINGFIELD, O.—NEWARK, 


DISTRICT OFFICES IN priser cin 


FEEDWATER HEATERS AND DEAERATORS « STEAM JET 


ENTRIFUGAL BLOWERS « TURBOCHARGERS FOR DIESEL ENGINES e TUBE CLEANERS « STRAINERS o DESUPERHEATERS + f 











Atilities Almanack 


Due to wartime travel restriction, conventions listed are subject to cancellation. 


{ Pennsylvania Gas Association will hold meeting (attendance limited by special in- 
vitation), Philadelphia, Pa., May 16, 4 














1 American. Water Works Association, al Northwest Section, will hold ) 
meeting, Gearhart, Or., May 18, 19, 19 








q re Water Works Association, New Jersey Section, will hold meeting, June 8, 








1 a of Gas Engineers will hold annual meeting, London, England, June 12-14, 





{ Edison Electric Institute Technical Commititces start meetings, Chicago Ill., 1945. 


9 May +7 


{ Interstate Oil Compact Commission will hold quarterly meeting, Oklahoma City, 
Okla., June 15, 16, 1945. 

















4 American Society + # nee Engineers will hold semiannual meeting, Chicago, 
Ill., June 18-20, 194 





{ Chamber of nee tf the United States starts meeting of new board of directors, 
Washington, D. C., 





9 Canadian Gas Association will hold annual conference, Murray Bay, Quebec, June 
19-22, 1945. 





{ Central Western Shippers Advisory Board will hold meeting, Omaha, Neb., g 
1945, 





q American Water Works Association, Michigan Section, will hold meeting, Flint, 
Mich., Sept. 12, 13, 1945. 





{ National Fire Protection Association starts annual meeting, Chicago, Ill., 1945. 





1 rae oper : deca Works Association, Southwest Section, will hold meeting, Oct. 
15-17, 





{ Pacific Coast Gas Association starts sectional conference, California, 1945. 
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Franklin D. Roosevelt (1882-1945) 


A symbol of public service 
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Wanted: More Light from the 


Electric Power Industry 


Apparently buffaloed by the clever “propaganda” attack by 

the government ownership proponents against the private com- 

panies a few years ago, the electric people, in the opinion of the 

author, have become so quiescent as to allow legislation adverse 

to their own and the public interest to go largely by default. It 
is time, he thinks, for them to wake up. 


By RALPH S. CHILD 


oT long ago the chairman of an 
N important committee of the 
House of Representatives had 
occasion to go over a schedule for hear- 
ings on an important pending bill af- 
fecting a number of industries, includ- 
ing public utilities. He glanced over the 
" program and asked his secretary : 
“Are all the government witnesses 
ready ?” 
“Yes. So are the labor union wit- 
nesses,” 
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“How about the 
nesses ?” 

“All except those representing the 
electric light and power utilities.” 

“Why are they not ready?” asked 
the chairman. 

“Tt’s a question of finding qualified 
representatives authorized to speak for 
that industry.” 

The chairman made a gesture of im- 
patience. 

“Why do we always have this 


APR. 26, 1945 


industry wit- 
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trouble with the electric utility group? 
I can call up the Bell telephone men or 
independent telephone men here in 
Washington and get a witness down 
here in jig time. Same way with the gas 
and natural gas folks. But with the elec- 
tric power people, it always seems to 
turn into a game of button, button, 
who’s got the button?” 

The secretary nodded. “That’s about 
it. The New York city industry group 
is not authorized to deal with matters 
involving political controversy. The 
Washington operating utility group is 
not authorized to deal with matters 
which are not immediately connected 
with the war effort. Yet this bill affects 
this industry perhaps more than any of 
the others, and Congress won't get its 
point of view.” 

“Well, it’s their own fault if the bill 
passes and they’re injured by it. The 


electric power men can’t blame Con- 
gress if they’re not interested enough 
to maintain somebody in Washington 
with the voice of authority to speak for 
them.” 


HIS hypothetical situation comes 

so near to an actual occurrence on 
more than one occasion that there is 
hardly a veteran congressional com- 
mitteeman who does not have some 
recollection of the sort. The electric 
power industry, of course, is in an in- 
hibited position as the result of criti- 
cism for allegedly excessive “propa- 
ganda and lobbying” activities reported 
in elaborate detail in the course of the 
Federal Trade Commission’s investiga- 
tion of the electric power industry 
through the thirties. There has been an 
understandable reaction since that time 
on the part of industrial executives to 
eschew any such activity to the point 
APR. 26, 1945 


actually been 


of, perhaps, a superabundance of caw- 
tion. As one commentator describes it, 
they ‘“‘crawled into a hole and pulled 
the hole in after them.” ¥ 

But the fact remains that today the 
picture of industrial representation in 
its broadest sense has changed com. 
pletely. There is actual need for intelli- 
gent and authoritative legislative 
agency service in Washington. Call it 
lobbying or what you will, Congress- 
men today expect it. They rely on in- 
dustrial spokesmen to give them an ac- 
curate picture of the effect of proposed 
bills on their respective industries. And 
if such a picture is not forthcoming, or 
there is no organization to provide it, 
some Congressmen actually resent 
what they believe is a shortcoming and 
a willingness to let adverse legislation 
go by default. 

Certainly the Federal government 
agencies are not the least active in 
maintaining these modern “‘legislative 
agents.” Although it is divided into 
hundreds of different government de- 
partment and bureau lobbies, some- 
times working against each other or at 
cross purposes, it would not be unfair 
to say that the Federal government is, 
by and large, the biggest lobbyist active 
in Washington today. It equals, if not 
outweighs, the activities of all indus- 
trial, farm, and labor groups put to- 
gether. Perhaps there is a moral in this 
for the electric power industry, which 
has been seriously affected if it has not 
seriously damaged 
through the enactment of various types 
of legislation. 


HERE are times, as in the case of 
the hypothetical chairman men- 
tioned above, that members of Con- 
gress would welcome the knowledge 
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WANTED: MORE LIGHT FROM THE ELECTRIC POWER INDUSTRY 


that somewhere, preferably in Wash- 
ington, there is some one party clothed 
with authority to speak for the industry 
and release authoritative information 
on any point of impact which might be 
affected by proposed bills in the con- 
gressional hopper. 

Organized labor gets the ear of Con- 
gress by “aggressive propaganda, pub- 
lic relations, and legislative activity,” 
in contrast to the “indifference, de- 
featism,. and lack of organization” 
shown by business and financial groups. 

That is the informed opinion of 
Representative Ellsworth B. Buck, Re- 
publican of New York, expressed at the 
annual Beekman Hospital luncheon in 
New York city recently. He added, “I 
represent half the financial district. 
From the date of my first election last 
June until now, I have neither seen nor 
heard from any association of bankers, 
while both the CIO and AFL have 
made themselves known and let us 
know how they want us to vote on im- 
portant matters.”’ 

The import of these words should be 
of more than passing interest to execu- 
tives in the utility industry. They 
should be an incentive to direct action, 
to the end that the truth about their 
business will be better known. Their in- 
dustry tops the list, both in the govern- 
ment competition confronting it, and 


in the lack of knowledge on the part of 
many members of Congress as to the 
actual facts in that situation. 


D” to the skillful and prolific pub- 
licity about the extensive activi- 
ties of TVA, and the press reports of 
the President’s recommendations of 
seven more TVA’s, together with the 
published statements of Federal bu- 
reaus of the huge wartime load of 
Bonneville-Grand Coulee and Boulder 
dam, the members of Congress are 
pretty well informed as to the adminis- 
trative plans for more governmental 
public power projects. But many of 
them are not equally well informed as 
to the full import of these plans—that 
they are a definite threat going far be- 
yond the private electric utilities with 
which they compete. 

An inspection of the record—the 
Congressional Record — throws con- 
siderable light on this matter. For one 
thing, it appears that there are some 
members of both houses—not many, 
however—whose expressed views show 
their disapproval of present policies, 
especially the priorities granted to pub- 
lic agencies in the transmission and dis- 
tribution of electric energy generated at 
Federal hydro projects, to the exclu- 
sion of the private electric companies 
established in the territories served. 


7 


“THERE ts actual need for intelligent and authoritative legis- 
lative agency service in Washington. Call it lobbying or what 
you will, Congressmen today expect it. They rely on indus- 
trial spokesmen to give them an accurate picture of the effect 
of proposed bills on their respective industries. And tf sucha 
picture is not forthcoming, or there is no organization to pro- 
vide it, some Congressmen actually resent what they believe 
is a shortcoming and a willingness to let adverse legislation 


go by default.” 
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During the discussion of the Flood 
Control Bill in the Senate last Novem- 
ber, this question was the cause of 
lengthy debate. There was a very live 
interest in it, because Senator Bailey 
(Democrat of North Carolina) offered 
an amendment which provided for 
transmission of power from govern- 
ment projects over the lines of private 
electric companies, and also put them 
on an equal basis with public agencies 
in the distribution to the ultimate con- 
sumer, 

Senator Bailey’s advocacy of his 
amendment disclosed a broad knowl- 
edge of the practical economics in this 
matter. He comes from a state where 
private electric companies pioneered in 
the development of hydro plants, using 
the entire flow of certain rivers, long 
before TVA. The transmission lines of 
these companies extend out over the 
state, supplying electricity to communi- 
ties—large and small, to the industries, 
and to the rural areas. 


-Sptesineny that this type of service in 
North Carolina has been dupli- 
cated by private electric utilities in 
practically every section of this coun- 
try, it was the Senator’s view that, 
while it may well be logical for the gov- 
ernment to install generating equip- 
ment so as to produce power from sur- 
plus water at the dams built primarily 
for reclamation and flood control, there 
is no valid reason for it to spend addi- 
tional money to transmit that power 
and that it was positively unwise and 
unfair for the government to discrimi- 
nate against private enterprise in such 
sales. 

When the government enters the 
transmission field, building duplicate 
lines, said Bailey, it not only adds to 


the taxpayers’ burden, which is an un- 
sound policy, but it engages in com- 
petition with established private elec- 
tric companies, which is unjust and not 
its province. 

Yet it is obvious, as one reads the 
views of various other Senators, ex- 
pressed in the debate upon Senator 
Bailey’s amendment (as reported in the 
pages of the Congressional Record), 
that there is a very real lack of under- 
standing about these things. Some 
clearly do not grasp the basic facts rela- 
tive to the position of the business-man- 
aged electric companies in this situa- 
tion, as well as the place which these 
companies fill in our economic picture. 
Others are either misinformed or show 
evidence of prejudice which suggests 
the lack of any attempt on the part of 
industry to make its case even avail- 
able for senatorial education. 

While it is to be expected that cer- 
tain Senators, who are avowedly pro- 
ponents of “public power,” would ob- 
ject strongly to the Bailey amendment, 
it is revealing to find that the Record 
indicates, in the statements made by 
several of those who supported Senator 
Bailey, that they were not well enough 
informed upon the actual merits of the 
matter to present their case in a man- 
ner sufficiently convincing as to secure 
the adoption of the amendment. It was 
defeated by a vote of 42 to 27. 


_— all, it is the Congress that 
passes the laws which control in 
these matters. That some of these laws 
may be unjust and inequitable to busi- 
ness interests, as in this particular case, 
cannot entirely be charged to indiffer- 
ence on the part of the members of 
Congress; and, likewise, it is idle to 
assail (as is done, perhaps, too fre- 
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WANTED: MORE LIGHT FROM THE ELECTRIC POWER INDUSTRY 





Committee Duties in Congress 


4 ue should be borne in mind that there is a condition with respect to 

the workings of Congress which is, perhaps, too little recognized. 
Many of its members, especially with the press of legislation in these war 
days, are so occupied with committee duties that when a bill is presented 
for action on the floor of the Senate or the House, they have had little or 
no time to study it beforehand. As a consequence, unless they have al- 
ready received DIRECT COMMENT from those whose interests are to be 
affected by a particular bill, they may vote upon it without a clear con- 

ception of all that its passage may entail.” 





quently) the honest judgment of Con- 
gress in its decisions in such situations 
as this one. 

It should be borne in mind that there 
isa condition with respect to the work- 
ings of Congress which is, perhaps, too 
little recognized. Many of its members, 
especially with the press of legislation 
in these war days, are so occupied with 
committee duties that when a bill is 
presented for action on the floor of the 
Senate or the House, they have had lit- 
tle or no time to study it beforehand. 
As a consequence, unless they have al- 
teady received direct comment from 
those whose interests are to be affected 
by a particular bill, they may vote upon 
it without a clear conception of all that 
its passage may entail. 

That this situation exists is recog- 
nized by the government power advo- 
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cates, the irrigation, flood-control, and 
navigation interests, and those pro- 
moting further extension of REA ac- 
tivities. Each of these groups has repre- 
sentatives talking their cause to mem- 
bers of Congress. 

It is to be remembered that what the 
“home folks” think and what they 
want, on questions of national legisla- 
tion which affect their own particular 
interests, is a mattér of paramount con- 
cern to every member of Congress. He 
is keenly alive to word from home— 
from the voters who have elected him, 
for he is their representative in Wash- 
ington. 

And, especially, it is expressions 
which come directly from them, 
as individual citizens, which carry 
great weight with him—these are 
voices from home which must be heard. 
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M* not this instance of the rejec- 
tion of Senator Bailey’s amend- 
ment to the Flood Control Bill and the 
consequent impact upon private electric 
utilities be a concrete illustration of the 
result of “indifference, defeatism, and 
lack of organization” mentioned by 
Representative Buck, and one which, 
in this case, specifically, applies to the 
private electric industry? 

In some sections of the country, 
where the advent of Federal power 
projects has caused great activity on 
the part of local public bodies to take 
steps to enjoy the fruits of the govern- 
ment’s beneficence to selected groups of 
people, the electric utilities already 
serving those sections have done a yeo- 
man job in educating the public to the 
fallacies existing in some of those pro- 
posals. Their battle to prevent the adop- 
tion of unsound policies, and to pre- 
serve their own identity, has been re- 
warded in the positive rejection by the 
voters of various such proposals. This 
result was possible only by reason of 
education which brought understand- 
ing of the truth in these matters direct- 
ly home to the citizens of those sections. 

Any Washington observer will prob- 
ably agree that, aside from the relative- 
ly few situations .involving personal 
favoritism, there are two ways of in- 
fluencing a Congressman’s vote : Blunt- 
ly speaking, you can either (1) reason 
with him or (2) threaten him. All 
Congressmen, without exception, are 
fundamentally men of good will who 
want to do what they think is best for 
their country. When you appeal to this 
incentive you are reasoning with him. 


B” ever since the days of the old 
Antisaloon League and divers 
other earlier smooth-working lobbies 
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and machines, Congressmen have had 
to recognize that a well-organized mi- 
nority working in their district is often 
quite decisive as against an apathetic or 
unorganized majority. When you sug. 
gest vote pressure by such groups, you 
are, in effect, threatening the Congress. 
men. Now it is idle and unrealistic to 
suppose that public utilities or other in- 
dustries possess enough influence with 
the mass of voters to use any such high- 
pressure approach. A Congressman 
would laugh at them. Paradoxically, in 
view of the common phrase, “power 
trust lobby” (an anachronistic hang- 
over from the Federal Trade investi- 
gation), it is a fact that not only does 
such a lobby not exist in Washington 
today, but it is virtually the only major 
industry which ts entirely lobbyless in 
Washington. Hence, the much more 
accurate expression often heard around 
Capitol Hill: “Nobody loves the power 
utilities.” 

No, the pressure method of making 
friends of and influencing the votes of 
Congress is exclusively the instrument 
of mass movements, such as _ labor 
unions (the PAC of the CIO springs 
to mind), the grange and other farm 
groups, even certain church and racial 
groups for purposes of certain types of 
legislation. Maybe, in the future, after 
mass education of voters on the sub- 
ject of what benefits they derive from 
the free enterprise system—conducted 
against a background of rising public 
revulsion against government regimen- 
tation, taxation, and exploitation — 
such popular affection for industries 
might produce some such “vote ap- 
peal.” But that is not so today. 


C follows, therefore, that the utility 
industry must rely on reasoning 
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WANTED: MORE LIGHT FROM THE ELECTRIC POWER INDUSTRY 


with Congressmen—appealing to their 
better instincts and judgment as to 
what is good for the country. It very 
often works. “Where the issue is one 
of indifference to the people of my dis- 
trict,’” was the cynical comment of a 
Congressman recently, “I always vote 
for the good of the country.” He didn’t 
really mean that, of course—was only 
teasing a certain somewhat bumptious 
colleague. But, even so, the remark is 
worth remembering even as a joke. 
This is not to suggest that utilities 
bombard Congressmen with pamphlets, 
tracts, brochures, and other heavy- 
handed props of propaganda. That not 
only would be futile but might even de- 
feat its own purpose. The average busy 
Congressman gets hot enough under 
the collar when he has to read and quote 
stuff from a mass lobby which, he 
knows, really swings a stick around his 
district. But when he gets showered 
with gratuitous junk from a business 
group whom he knows hasn’t got 
enough political influence to get into 
the “Gentlemen’s Wash Room’ in the 
Union Station during rush hours, he is 
likely as not to vent his spleen on the 
witless offender who burdens his mail. 
No. More light from the power in- 
dustry for purposes of this discussion 
would consist in the first place of sim- 


ply having a recognized representative, 
armed with complete and reasonably 
accurate statistics, who is authorized, 
ready, willing, and able on short no- 
tice to speak for the industry, formally 
or informally. The Congressman in this 
situation doesn’t want or need an ob- 
vious, one-sided presentation. He wants 
facts and figures to support the indus- 
try’s argument, when and where it has 
an argument, but with a realistic ap- 
praisal of the other side of the argu- 
ment. In short, he wants explanation, 
not an oration. He can handle that end 
of the business himself. 


it may surprise some that the Con- 
gressmen often take the initiative in 
this. They get a statement from a gov- 
ernment bureau ‘on the make” for 
more authority or more jurisdiction 
or more appropriations; and, being 
shrewd, practical men, they suspect 
that some of the statements are phoney. 
But not being experts, they do not 
know just where to put their finger on 
the proverbial bug under the chip. 
Where will they find out ? Who will tell 
them? 

Very often a magazine article or 
speech will be the very answer. Very 
often a completely devastating set of 
figures can be quickly assembled and 


e 


“In some sections of the country, where the advent of Federal 
power projects has caused great activity on the part of local 
public bodies to take steps to enjoy the fruits of the govern- 
ment’s beneficence to selected groups of people, the electric 
utilities already serving those sections have done a yeoman 
job in educating the public to the fallacies existing in some of 
those proposals. Their battle to prevent the adoption of un- 
sound policies, and to preserve their own identity, has been 
rewarded in the positive rejection by the voters of various 


such proposals.” 
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indisputably established. But who is to 
tell the Congressmen where these 
things are published or how they can 
be made available? The only place 
where the average Congressman can 
get quick and ready information on 
utility matters in Washington, today, 
is from the various government depart- 
ments. And that situation speaks for 
itself under the circumstances which 
now obtain. Industrial publications 
with Washington offices do what they 
can and are often exceedingly helpful. 
But it is obviously not their function to 
speak for an industry that will not 
speak for itself. Needless to say, they 
do not attempt it. 

Not long ago a Congressman called 
up the Washington editor of a maga- 
zine dealing with public utilities and 
asked for certain factual information. 
The Congressman’s conception of the 
matter in question was sound and accu- 
rate, but it would take some time and 
effort to assemble the data in detail. 
The editor asked : “You seem to know 
what the score is already; why do you 
need a blue print?” 

“TI don’t have to convince myself,” 
the Congressman answered. “I know 
I’m right; but I’ve got to prove it to 
the rest of the committee.” 


AX it happened in this case, the editor 
rustled up the figures, turned them 
over to the Congressman, and his com- 
mittee was convinced.. It was not an 
important point. But it could have been 
so very easily. What’s worse, it could 
have been far beyond the research re- 
sources of the editor. In that case, the 
issue would have gone by default. 
Congressmen grow to respect avowed 
legislative agencies when they learn by 
experience that they can trust them. 
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When they furnish accurate informa. 
tion promptly—they help the Congress. 
man with his work, and that is always 
welcome. 

“Whenever I get one of these blamed 
tax bills,’’ said a Senator in confidence 
recently, “I always call up my old 
friend, Tom —————. I don’t like the 
outfit he works for, and I often vote 
against it. But Tom never gave mea 
bum figure in his life—never tries to 
kid me. He can make more sense out of 
one of these things in a half-hour’s con- 
versation and a one-page digest than | 
could ever get out of it myself in ten 
nights’ study with a pint of aspirin 
tablets.” 

That speaks volumes for somebody’s 
legislative agent. There are hundreds 
of Toms in Washington. They do not 
hide or burrow in the walls. You can 
find them in the phone book and on the 
office doors marked “ Trade 
Association.” They are engaged in 
honest, legitimate business, of which 
they can be proud. They are in effect 
the ambassadors of business, accredited 
by their industry to represent them in 
Washington. Their job—as in the case 
of diplomatic ambassadors from for- 
eign countries—is to interpret their in- 
dustries’ position to the government 
and, vice versa, to interpret the govern- 
ment’s position to their industries. 


_" members of Congress should 
be enlightened upon various angles 
of this public power question which are 
unsound from an economic standpoint, 
and which add to the taxpayers’ bill. 
They should be given a true picture of 
unfairness, plus the loss to the Federal 
government, in not taxing public power 
agencies upon the same basis as private 
utilities. Facts should be readily avail- 


538 





WANTED: MORE LIGHT FROM THE ELECTRIC POWER INDUSTRY 





Influencing a Congressman’s Vote 


cé A Washington observer will probably agree that, aside from the 

relatively few situations involving personal favoritism, there 

are two ways of influencing a Congressman’s vote: Bluntly speaking, 

you can either (1) reason with him or (2) threaten him. All Congress- 

men, without exception, are fundamentally men of good will who want 

to do what they think is best for their country. When you appeal to this 
incentive you are reasoning with him.” 





able to tell in detail the outstanding rec- 
ord of the utility industry in serving 
the war effort. 

The bulk of our great war industries 
—the steel mills; the automobile fac- 
tories now making tanks, planes, en- 
gines, and guns; the manufacturers of 
electrical equipment; the makers of 
tools, precision instruments, and count- 
less items for war; the tire factories; 
the oil refineries and chemical plants ; 
as well as most of the shipyards—all 
depend on the private electric compa- 
nies for their power supply. 

Utility men know these things L 
it’s doubtful if many members of Con- 
gress are aware of them. 

Isn’t it logical to believe that if they 
were better informed upon these basic 
factors relative to this question of gov- 
ernmental public power, it would be a 
helpful thing? 

And, isn’t it equally logical to as- 
sume that, if education on these mat- 
ters has been effective in localities 
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where public power is a present, live 
problem, it is worth going to the 
“heart” of that problem with an educa- 
tional approach adapted to it? 
Speaking of long-range programs, 
such ‘an educational approach, intelli- 
gently planned and carried out, would 
enlighten the public as to the truth in 
these matters. People would become 
aware of the personal stake each one 
has in these national policies—the un- 
necessary added cost to each of them 
as a taxpayer. They would come to real- 
ize the remarkable record of the estab- 
d private electric industry in its 
cuutribution to the war effort, while at 
the same time not curtailing civilian 
service. Their pride would be aroused 
in the accomplishments of their own 
home electric company. 


HE calculated outcome of such 
education would be that, with this 
new knowledge of “facts,” people 
would begin to express their views di- 
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rectly to their representative in Con- 
gress. Judging by the activities of the 
CIO-PAC in stimulating a response 
from the “grass roots’ upon policies 
favored by that organization (and the 
reported impression upon some mem- 
bers of Congress), it is quite likely that 
certain Congressmen might be consid- 
erably enlightened as to the actual ap- 
praisal of this governmental public 
power question, upon receiving definite 
objections to it from their constituents. 

The “heart” of the problem, natural- 
ly, can only be reached through the 
members of Congress, for it is the Con- 
gress that passed the laws under which 
these Federal power projects are car- 
ried out, and which also votes the ap- 
propriations to pay for them. But our 
ambassadors of business function 
equally effectively in dealing with the 
administrative branches of the govern- 
ment. 

It seems only natural, viewing the 
scene in the nation’s capital, that a good 
many members of Congress are in- 
clined to favor the administration’s 
proposals for more governmental pub- 
lic power developments. They are the 
recipients of a constant flow of press 
releases and reports, issued by the In- 
terior Department’s Bureau of Recla- 
mation, the Rural Elec ification Ad- 
ministration, and the Federal Power 
Commission, as well as copies of ad- 
dresses of officials of these agencies, 
which tell of the progress and accom- 
plishments of these government power 
enterprises, and outline programs for 
vast expansion of their activities in 
postwar days. Plus all that, they re- 
ceive the bulletins of various associa- 
tions, organized to promote these proj- 
ects, whose representatives keep in per- 
sonal touch with them. 
APR. 26, 1945 


If the other side of these questions 
is not available to them, it seems but 
natural that many members of Con- 
gress will continue to vote with only a 
half knowledge. 


& is especially heartening that Sena- 

tor Bailey has taken so definite and 
positive a stand on this problem of gov- 
ernment encroachment upon the field 
of private business. He has spoken in 
forthright words, as one may read in 
the Congressional Record (November 
22-24, 1944). The arguments he ad- 
vanced were buttressed by logic based 
upon sound economic principles. There 
are others in the Senate, and in the 
House, as well, who feel the same way 
as Senator Bailey. Would it not 
strengthen their position if they could 
turn for research assistance at least 
partially as helpful as the rival propa- 
ganda mills-of the prophets of public 
spending? 

The administrators and top officials 
of the various government agencies are 
constantly in touch with Congress, 
through committee chairmen or other 
individual members, to further their 
cause in promoting these Federal power 
projects. 

As it is now, it seems clear that the 
situation is far too one-sided. Mem- 
bers of Congress simply cannot get the 
true picture, without so much self- 
sacrifice and personal effort that it im- 
poses upon them unfairly. 

In observing the movements in the 
political scene, as they occur from day 
to day in the nation’s capital, one is im- 
pressed with indications of increasing 
restlessness and concern in Congress 
over the powers exercised by some of 
the government agencies. Members are 
seeking light on these matters. The 
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words of Representative Buck, quoted 
above, point the way. 


O NE more thought : May it not be an 
opportune time for utility men to 
establish closer contact with the mem- 
bers from their sections of the country, 
to the end that the impact of pending 
legislation and government policies on 


munities be accurately portrayed? It’s 
not impossible that business interests 
generally, by combining their admitted- 
ly weak separate political assets, can 
organize an influence worthy of the at- 
tention and respect of even the most 
radical Congressmen. If business at 
home makes friends with people, the 
“friends of the people’ in Congress 


the business life of their local com- will act accordingly. It can be done! 








Rural Electrification 


iy the CONGRESSIONAL Recorp of February 20th, Repre- 
sentative Hoffman (Republican, Michigan), during his re- 
marks on rural electrification, said: 

“I find that in my state of Michigan 81.9 per cent of the 
farms do have electricity, while down in Mississippi only 16.4 
per cent of the farms have electricity. I find that 153,700 farms 
in my state of Michigan have electricity, while down in Mis- 
sissippi only 47,800 farmers have electricity. I find that the 
Consumers Power Company . . . furnishes more farms with 
electricity in my state of Michigan, as a matter of fact almost 
twice as many as have electricity in the whole state of 
Mississippi. 

“While Mississippi not only has private power companies, 
has for several years had the benefit of the great TV A financed 
by the Federal Treasury, on only 47,800 farms is there elec- 
tricity, while the Consumers Power Company, just one of the 
privately owned companies furnishing power in Michigan, 
serves 79,000 farms. Many others are served by Detroit 
Edison. 

“Can it be that the service furnished by the TV A is so inferior 
or so costly that the people of Mississippi do not care for it 
or cannot afford to buy it? Has the gentleman ever considered 
the possibility that privately owned companies furnish better 
service at less cost than does the TVA? The farmers of Mich- 
igan know a bargain when they see it and it is not in my mind 
to accept the conclusion that they are not getting the best at the 
least possible cost.” 
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A Story of Private Industry 
That Should Be Told 


The public, in the opinion of the author, would, if 
acquainted with the facts, quickly hail the achieve- 
ments of the private electric companies both in peace 
and in war, in the face of the double handicap of 
being forced on the one hand to collect heavy gov- 
ernment taxes, and on the other to submit to formid- 


able subsidized government competition. 
By TOM P. WALKER 


r NHE business of light and power 
supply in our country is a curious 
mixture of business-managed en- 

terprises, owned by investors, which 

generated nearly 80 per cent of the na- 
tion’s requirements in 1944, and facili- 
ties of various government-financed 
and subsidized agencies (Federal, state, 
and municipal) which supplied the bal- 
ance of slightly over 20 per cent. 
Fifteen years ago (in 1930) the 
business-managed companies were do- 
ing about 95 per cent of the nation’s 
business and the tax-financed agencies 
only 5 per cent. The development of 
that trend away from investor-owned 
enterprise has created for electric com- 
panies one of the most complex public 
relations problems of our time. Not 
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only is the problem complex, but it sug- 
gests serious difficulties for the future | 
of the electric business and, we believe, 
the American economic structure. 

We have two zones in which public 
relations are important. Each company 
has its contacts with employees, cus- 
tomers, regulatory, legislative, and ad- 
ministrative authorities to maintain on 
a cordial and understanding basis. This 
is a job that must be lived with day 
after day and one that must be done 
properly, else the company cannot do 
its best work. Accordingly, it has high 
priority on every executive’s time. The 
second important zone is the national 
one. The problem within this area be- 
came acute suddenly as we passed from 
the jazzy boom of the twenties to the 
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depths of the depression of the thirties. 
During that hectic time, every circum- 
stance that caused our business to be- 
come the symbol of all that is bad in 
free enterprise seemed to drop into 
place like magic, as if the program had 
been planned in the most minute detail. 
Errors of omission and commission on 
our part, plus inept statements of our 
leaders, fed dramatically distorted 
propaganda against the utilities until 
many people still believe that we were 
the sole cause of all the distress of the 
depression. These events struck with 
such suddenness that we still are be- 
wildered over the problems they left in 
their wake. 

There are very few local companies 
which do not enjoy the confidence and 
good will of the large majority of their 
customers. This statement has been 
corroborated time and time again by the 
customers themselves. During recent 
years, elections to determine issues 
vital to the companies’ operations, such 
as franchises and government competi- 
tion, have shown preponderantly that 
the public prefers to do business with 
the business-managed company rather 
than one operated by some political 
subdivision. Furthermore, decisions 
have been much more decisive when the 
issues were clear cut and adequately 
debated. 

People at the grass roots want 
their local electric companies to stay 
in the business. 

But when we consider our whole in- 
dustry, we are not able to recognize 
any over-all pattern in these individual 
evidences of confidence and good will. 
The fine local public relations do not 
add up to a satisfactory national situa- 
tion. So, it is in this national field that 
our real‘ problem lies. 
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: most problems of this sort, they 
spring from a lack of understand- 
ing of the important issues involved. It 
is sO convenient to magnify the unim- 
portant, and especially when the really 
important items are more difficult to 
comprehend. Yet, understanding of 
the intricacies of our business is neces- 
sary for a real appreciation of its value. 
How to present those intricacies so the 
average man will read and understand, 
and how to counteract the willful mis- 
use of superficial half-truths is the hub 
of our problem. 

To the public, the utility question is 
a simple one: “How can I get cheap 
electric rates?” People are not neces- 
sarily antagonistic to the industry. 
They think their rates are too high. 
From a national survey made less than 
two years ago, it was learned that 60 
per cent of the people have no aware- 
ness of any electric rate reductions dur- 
ing the past fifteen years and 20 per 
cent think they are higher than they 
were then. As a matter of fact, the 
average cost of a kilowatt hour to the 
residential customer is about one-half 
of what it was fifteen years ago. An- 
other survey of one thousand cus- 
tomers in a large city asked what the 
individual’s electric bill had been the 
previous month. Forty-two per cent of 
those interviewed overestimated their 
bill by at least 10 per cent or less, and 
as many as 14 per cent overestimated 
40 per cent or more. With an informa- 
tion problem as intricate as ours, the 
misinformation that prevails on this 
very simple matter is a most embarrass- 
ing commentary on the progress we 
have made public relation-wise. 


— there are three factors 
that help explain the difficulties 
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people have in understanding the situ- 
ation of the investor-owned utility. 
In the first place, we are by force of 
circumstances a monopoly business ; we 
must operate as corporations; and we 
are generally considered “big’’ busi- 
ness. All these have been made to seem 
bad. 

In the second place, while we 
actually produce a product, it is not one 
that can be readily displayed and ex- 
ploited to the consuming public and the 
voters. Thirdly, during the past fifteen 
years certain new social factors have 
attached themselves to the supplying of 
electric service, and these have com- 
plicated our situation considerably. 

If ours is a big business, it is only 
because it has a big job to do. It re- 
quires plants and facilities that can only 
be provided by the savings of many 
people invested in a corporation. To 
put together all these facilities and 
make them operate efficiently demands 
the highest type of engineering and 
managerial skill. 

The average investment in the elec- 
tric utility business is about $5 per 
$1 annual gross revenue. The cost to 
provide that money is about 25 cents 
on every dollar received from cus- 
tomers. The corresponding cost to the 
United States Steel Company for com- 
parison is less than 3 cents. Invest- 
ment per employee in our business is 


about $70,000, about ten times the av- 
erage for all industry. These are rea- 
sons why our business can be made to 
seem even bigger than U. S. Steel. Yet 
we do one of the smallest retail busi- 
nesses in the country. The 27,000,000 
residential customers average only a 
$3.50 purchase of electricity each 
month. a4 

The butcher, grocer, and cor- 
ner drugstore each sell more on an ay- 
erage to the families they serve. But 
when you buy electric service your 
thoughts seldom go further than the 
switch on the wall. Whether you use 
little or much, you are not conscious of 
the inventive and engineering skill, the 
invested savings, and the man power 
that have gone into bringing electric 
service to your door. 


age our business is naturally 
a monopoly. There are a few 
isolated situations where two power 
systems compete for the business of the 
city, but never has this method of op- 
eration produced any lasting public 
benefits. Instead of an investment of 
$5 per dollar annual gross, the invest- 
ment approaches double that amount, 
requiring much larger overhead 
charges and duplication of expensive 
equipment. Being a natural monopoly, 
however, and without a competitor, 
the customer cannot indulge his cher- 


7 


“THE 27,000,000 residential customers average only a $3.50 
purchase of electricity each month, The butcher, grocer, and 
corner drugstore each sell more on an overage to the families 
they serve. But when you buy electric service your thoughts 
seldom go further than the switch on the wall. Whether you 
use little or much, you are not conscious of the inventive and 
engineering skill, the invested savings, and the man power 
that have gone into bringing electric service to your door.” 
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ished right to tell one company-to “Go 
to Hell’? while he goes across the street 















ea- 

to to trade with another. 
Vet Monopolies, big business, and any 
Si- kind of a corporation, as we well know, 
00 are a most fruitful source of bad pub- 
a lic relations symbols. They are the sure 
ch target of the demagogue and rabble 
‘% rouser. Our business necessarily must 
r- operate in their presence and, in them, 
y we find some of the most perplexing 
tt elements in our public relations prob- 
Ir lems. 

e The second factor has to do with 
e product. We sell kilowatt hours meas- 
f ured by, what is to the layman, a mys- 
: terious black box hidden in the corner 
r of the cellar or attached obscurely on 
, the outside of a residence or store. 





Kilowatt hours cannot be dramatized 
easily, because no one ever saw one and 
the very name repels attention. While 
they can be measured out unit by unit, 
as are oranges or bottles of beer, they 
cannot be tied up in bright colored 
packages or delivered on a fancy plat- 
ter. The monthly bill, frequently the 
only reminder that the electric com- 
pany exists, covers a service which 
started as many as six weeks previous- 
ly, just about the time you threw the 
big poker party which you have now 
forgotten. It includes the cost of all 
your lighting, radio entertainment, and 
refrigeration, perhaps the cooking, hot 
water heating, and oil-burner opera- 
tion. It toasts the bread, sweeps the 
floor, powers the razor and the clock, 
and keeps the blanket toasty warm. 
I when that bill comes, the customer 
would mentally subtract 25 per cent 
to represent taxes we are collecting 
from him, for the government, then di- 
vide the balance by all the jobs it has 
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done, he would get a ridiculously small 
cost per item. On an average, residen- 
tial customers now get twice as much 
electric service for their money as they 
got only fifteen years ago. The nation’s 
cigarette bill each year is 50 per cent 
more than the entire cost of residential 
and farm electricity. 

During this wartime, ours is the only 
essential service which has decreased 
in unit cost which is counter to the up- 
ward trend of all other prices. 

The third and perhaps the most im- 
portant factor has to do with certain 
social elements which have become a 
part of our operations. These group 
themselves into three classes: 

1. The easy facility with which our 
business can be used as a tax gatherer. 

2. The responsibility to serve entire 
groups, such as farmers, some of 
whom may not be able to pay the en- 
tire cost of the service; and 

3. The curbing of our rivers in the 
public interest to control floods and 
improve navigation but from which 
developments a certain amount of in- 
cidental electric power can be pro- 
duced. 

Large physical facilities such as we 
require are clearly exposed to view and 
become targets for all manner of public 
attention. In particular, they invite the 
most expert appraisal of the local tax 
gatherer. Representatives of state, city, 
county, school and drainage districts, 
and other forms of political subdivi- 
sions, all contemplate with a cold and 
calculating eye the opportunity to in- 
crease the assessment on these myste- 
rious and complicated facilities. Then, 
as we move into higher levels of au- 
thority, we run the gamut of gross 
receipts levies, excise, income, and so- 
called excess profits taxes ’til in the ag- 
gregate they reach a total of nearly 25 
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Taxes of Electric Industry 


“T° the electric industry were relieved of all taxes, there could be a 

flat cut of 244 per cent in charges now made. The taxes the indus- 

try pays represent about 65 per cent of the total amount collected from 

all its residential customers, or the equivalent of eight months’ free service 

for that classification. Taxes exceed salaries and wages paid employees 
of the industry by 85 per cent.” 





per cent of the entire gross earnings of 
the industry. And all this on a product 
which is as essential to our present 
standard of living as is food and cloth- 


ing. 


[E the electric industry were relieved 

of all taxes, there could be a flat cut 
of 244 per cent in charges now made. 
The taxes the industry pays represent 
about 65 per cent of the total amount 
collected from all its residential cus- 
tomers, or the equivalent of eight 
months’ free service for that classifica- 
tion. Taxes exceed salaries and wages 
paid employees of the industry by 85 
per cent. 


Everyone pays high taxes, and our. 


industry is proud that we are such 
large supporters of our government 
and the war effort. Our difficulty 
arises from the fact that the Federal 
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government, which is directly in com- 
petition with business-managed elec- 
tric companies in many areas, pays 
none or very inadequate taxes. Its 
rates can be correspondingly lower and 
it is patently unfair to compare such 
tax-favored rates .with those of busi- 
ness institutions which must support 
their government financially. 

This advantage added to many 
others the government can allow itself 
as a competitor creates a situation 
which, if not ameliorated, can result 
only in the complete elimination of 
business management and the investors 
in electric utility enterprises. Recently 
one read elaborate accounts of the 
taxes paid by the TVA and how they 
exceeded those paid by the companies 
which operated in that territory before 
TVA came. Of course, today, were 
those private companies still in exist- 


546 





A STORY OF PRIVATE INDUSTRY THAT SHOULD BE TOLD 


ence, they themselves would be pay- 
ing tremendously increased taxes. 
Everyone else is. But now that TVA 
has taken them over, local taxing au- 
thorities receive only about 7 per cent 
of TVA’s gross earnings. Nothing is 
collected for the Federal government. 
The electric companies would now 
probably be paying about 25 per cent 
of their gross receipts. 


N addition to this substantial tax dif- 
ferential, these government - fi- 

nanced projects enjoy low-cost money 
based on public credit; their mail is 
franked; and they receive other valu- 
able subsidies. If business-managed 
electric companies are ever eliminated 
from our national economy, it will be 
because their efficient and economical 
management has been more than offset 
by these benefits enjoyed by their most 
active competitor. It is part of our pub- 
lic relations problem to make this com- 
plicated situation understandable to the 
average Citizen. 

The people of the United States 
seem very willing to have electric serv- 
ice extended to all farmers of the na- 
tion, even though the entire cost of that 
service cannot be collected from the 
customers. For many years, local elec- 
tric companies actively fostered the 
farm market because they saw possibi- 
lities of developing sufficient business 
to make the service self-supporting and 
also because they recognized the value 
of a healthy farm economy to the 
prosperity of adjacent urban areas 
which they served. But 20 per cent of 
the farms of the nation have a gross 
annual cash income of less than $250, 
and more than 60 per cent have an in- 
come of less than $1,000. Realizing 
this condition, one can readily under- 
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stand why it is necessary to subsidize 
some of this service until the service 
itself can have a chance to improve 
the farmers’ income. During the de- 
pression of the thirtys, Congress 
through REA assumed responsibility. 
Electric companies generally approved 
the effort assuming, of course, that the 
most efficient and effective method of 
achieving the goal of Congress would 
be followed. Only intelligent codrdina- 
tion of existing facilities, whether 
owned by the electric companies or 
public systems, can approach that goal. 
But every attempt of a local operating 
company to assume any responsibility 
for serving its farm friends is dis- 
paraged by REA spokesmen as an ef- 
fort to block their program. In spite of 
vigorous opposition from REA quar- 
ters, electric companies had energized 
nearly 960,000 farms during the pe- 
riod REA was building to about 890,- 
000, which was their total at the end 
of 1943. At that time, electric com- 
panies served nearly 1,700,000 farms. 


| to companies can and should 
have a place in this rural program. 
In many sections of the country, and 
their number is increasing, local com- 
panies are assuming a more important 
role with the full accord of their farmer 
neighbors, and despite open resistance 


from REA sources. There is a vast 
amount of misunderstanding on the 
part of the farmer and the general pub- 
lic as to what REA is authorized to do 
and what it actually does. The Senate 
investigating committee may clear up 
some of these questions. They should 
be cleared up in the public interest and 
the power companies have part of the 
responsibility to see that the whole sub- 
ject is plainly understood. 
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Similarly, the people of the nation 
insist that rivers be harnessed, floods 
controlled, navigation improved, and 
irrigation provided. These are wholly 
worth-while objectives and our indus- 
try would not, if it could, prevent their 
development. In connection with some 
projects of this sort, a certain amount 
of power can and should be generated. 
This power should be disposed of in 
such a manner as to promote the high- 
est public benefit consistent with ac- 
cepted business practices. Further- 
more, any savings which result because 
incidental power generation enjoys 
substantial benefits should be passed on 
to the electric consumer. However, 
customers who enjoy these benefits 
should not, in addition, be relieved of 
such taxes as are paid by the customers 
of investor-owned companies. There 
should be no question concerning these 
fundamental factors. But, considerable 
disagreement does exist as to the 
methods used to accomplish these 
highly proper results. It is very prob- 
able that calm consideration of the 
whole question would disclose very few 
differences between the attitude of the 
electric industry and the announced ob- 
jectives of the various projects. Cer- 
tainly, if some arrangement could be 
worked out whereby existing transmis- 
sion and distribution facilities could be 
coordinated with new public installa- 


tions, much inefficiency and duplicate 
costs would be avoided. 


6 an electric industry should make 
its position clear so that all may 
know how it stands on this important 
public question. It should also explain 
in simple terms its willingness to co- 
Operate to the end that sound projects 
designed to serve the best public in- 
terest shall have its support. 

None of us can ignore the serious 
mistakes made in our field by certain 
operators who held the stage following 
the last war, They were, however, ex- 
ceptions to the thousands who were and 
still are daily doing a constructive job 
of public service. The evil deeds of 
these few were regretted and con- 
demned as much by the industry as by 
the general public. During the past ten 
years, there has been the most active 
and zealous examination and correc- 
tion of the practices which contributed 
to those evils. If any business or in- 
dustry can be said to be free of ques- 
tionable methods, certainly ours can 
now. The electric industry today stands 
in the most favorable position possible 
for appraisal by the court of public 
opinion. 

Corporate structures have been sim- 
plified and fortified until now the chief 
doubt in the mind of investors is not 
whether the companies are sound busi- 


& 


“RATE reductions have been frequent and generous and use 
has been promoted so that now the average cost per kilowatt 
hour to the residential customer is only one-half what it was 
fifteen years ago. This reduced price was not achieved by 
cheapening the product. As a matter of fact, service condi- 
tions have improved materially through more adequate and 
substantial physical facilities and improvements in customer 


service policies.” 
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ness risks, but rather whether the fu- 
ture of the business is secure under the 
threat of government competition. In 
spite of that threat, some refinancing 
operations are being made on favorable 
terms, demonstrating a new confidence 
in the integrity of the industry. 


ee reductions have been frequent 
and generous and use has been 
promoted so that now the average cost 
per kilowatt hour to the residential cus- 
tomer is only one-half what it was fif- 
teen years ago. This reduced price was 
not achieved by cheapening the prod- 
uct. Asa matter of fact, service condi- 
tions have improved materially 
through more adequate and substantial 
physical facilities and improvements in 
customer service policies. 

The most dramatic accomplish- 
ments, however, have been in connec- 
tion with the war effort. Since Amer- 
ica first announced its purpose to be the 
arsenal of democracy, no industry has 
achieved as high a standard of per form- 
ance. Any rationing of electricity that 
has been necessary during these past 
three and one-half years was not im- 
posed because the industry failed to 
provide necessary facilities. No war 
plant was delayed a single hour because 
of lack of electric power. We read 
reams of commendation for the great 
job TVA has done taking care of war 
industries and we would be the first to 
accord them full credit. The investor- 
owned electric industry, however, has 
furnished, on the average, about 80 per 
cent of the total energy required dur- 
ing the war. In every area, including 
those in which absolutely no Federal 
funds were spent for power facilities, 
the power supply has been adequate. In 
many areas war production contracts 
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have totaled many times those in the 
TVA territory, yet the power com- 
panies, without any use of Federal 
funds for construction costs, met the 
requirements. Not only has the indus- 
try taken care of these war situations 
adequately; it has in addition served 
every civilian need. There have been no 
waiting in line, no ration coupons, no 
drop in standards of service. 


omer the requirements of the 
industry for copper wire, tur- 
bines and generators, transformers, 
and all the other highly specialized 
equipment have been provided in such 
a way as not to interfere with the pro- 
duction of more direct war materials. 
Each ship got its steam turbine, shells, 
its copper, and all got manufacturing 
space without having to stand by while 
some delayed power requirement used 
up material and facilities. The industry 
from its beginning has made its first 
concern the adequate preparation for 
the industrial and economic develop- 
ment of the nation. Even the exacting 
demands of a tremendous war did not 
find it wanting. Its war story is one of 
the most inspiring any industry can 
boast. It is all the more impressive 
because of its quiet unassuming effi- 
ciency. 

One of the first acts of the industry 
following Pearl Harbor was to create 
the Council of Electric Operating Com- 
panies, whose sole purpose is to see that 
no opportunity is lost whereby the in- 
dustry may “Help Speed Victory.” 
Now that the industry’s magnificent 
part in the war is established, its fore- 
sight in adequate planning and intel- 
ligent liaison is fully apparent. 

Our public relations problem is to 
interpret for our 33,000,000 customers 
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the seemingly complicated conditions 
under which we must do business and 
through a frank and forceful presenta- 
tion of our accomplishments regain.na- 
tionally some of the confidence that 
individual companies enjoy territorial- 
ly. We have a story which, if told sim- 
ply, will carry conviction. It is possible 
to reduce our singular operating condi- 
tions to terms as comprehensible as 
those which persuaded the public that 
low rates alone were its ultimate goal. 
Other industries, notably the railroads, 
rehabilitated their public relations with 
records no better than ours. It is only 
necessary to apply tried public relations 
methods intelligently with courage and 
force. 


M?** believe that our troubles are 
political. Perhaps they are in 
their present manifestation. But these 
are symptoms rather than the problem 
itself. 

The politician sets his sails to the 
temper of his constituents. People’s 
convictions cannot rise above their un- 
derstanding. They do not know that 
rates have been reduced, they do not 
even know what their rates are, nor can 
they remember from month to month 
what their service costs are. They are 
convinced that somehow through their 
representatives in Congress they can 
get cheaper rates. The average citizen 
should have an opportunity to under- 
stand the whole problem with all its im- 
plications before the final die is cast on 


this public ownership versus free en- 
terprise problem. The electric industry 
has some responsibility to assure that 
he has that chance. 

No other industry can call upon so 
efficient an organization to explain its 
position. High-caliber personnel, ac- 
tive in civic affairs, blanket the coun- 
try. Through them a positive construc- 
tive story can be conveyed directly to 
the grass roots. Our situation calls for 
a constant flow of frank and accurate 
information, honestly and _ openly 
presented through literature, pictures, 
charts, visual presentations, and all 
manner of devices which public rela- 
tions experts know will get results. The 
industry’s magazine advertising and 
radio program are important steps in 
that direction but they are wholly in- 
adequate. The man on the street is 
fair. He will resist every attempt to 
deny any group the right to speak out 
its convictions, provided it talks open- 
ly and above board. We need more 
opinion information in order to under- 
stand better his reactions to our situa- 
tion. We need to profit by the experi- 
ence of the Tennessee Valley Author- 
ity, the Rural Electrification Admin- 
istration, and other agencies which 
have used these methods to exploit suc- 
cessfully their projects and _philos- 
ophies. We must give the public a 
chance to see another side to this ques- 
tion. The voter, who can’t be fooled 
for long, will choose our way of doing 
business if he knows more about it. 





“Too many thousands of farmers, with and without electric service, look 
upon it as a luxury to be afforded; too few thousands know it as a 
productive tool they can’t afford to be without.” 


—S. B. WrtiaMs, 
Editor, Electrical World. 
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Labor the Key to Private 


Enterprise 


Protection 


So the author believes, suggesting that because of employer 

dislike of public ownership, workers—even those outside of the 

contact group—would be glad to become familiar with public 

utility public relations problems in order intelligently to answer 

questions raised or asked by ratepayers about their companies, 

the answers to which might have an important bearing on 
good will. 


By ALFRED M. COOPER 


ORE than two years ago Dave 
M Beck, head of the powerful 

Teamsters Union of Seattle, 
expressed surprise that the manage- 
ment of privately owned electric utili- 
ties did not go directly to the unions 
for active aid in fighting the advocates 
of public power. But it was not until 
last November, when the life-and- 
death battle between public and private 
ownership was joined in the state of 
Washington over so-called Referen- 
dum 25, that utility management final- 
ly took Beck at his word. As a result, 
this northwestern management now: 
finds itself among the strongest sup- 
porters of the thesis that the best way 
to beat socialization of the power in- 
dustry is for management, in time of 
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trouble, to call upon its own employees 
for active cooperation and assistance. 

Since World War I public utility 
corporations, together with department 
stores and the railroads, have taken the 
lead in this country in promoting good 
public relations with the consumer. Be- 
fore 1920 there was much to be desired 
in the relationship between the utility 
and the consumer, and during the pres- 
ent war there has been some retrogres- 
sion in this field, owing principally to 
labor shortages, difficulty in meeting 
unusual service demands, and the gen- 
eral shortness of temper to be expected 
of a people engaged in waging a great 
war for survival. Particularly in the 
merchandising field, employee personal 
service has become something of a na- 
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tional scandal, with magazine and 
newspaper editors devoting much space 
to discussions of the lack of courtesy 
displayed by public contact employees 
and the cure therefor. 


N°? doubt every utility management 
has included among its postwar 
plans ways and means of improving its 
public relations. As a rule, these plans 
call for increased attention to the dis- 
semination of favorable publicity in its 
various conventional forms, improve- 
ment in physical service, and the train- 
ing of public contact employees in bet- 
ter methods of serving the consumer, 
both in the office and in his home. These 
are all most excellent methods of im- 
proving consumer attitude toward the 
utility. 

But there is another, and sometimes 
more important, factor in developing 
good public attitude that is often com- 
pletely overlooked in planning a pro- 
gram to better public relations. This is 
the contact made with the public out- 
side of working hours by every em- 
ployee of the company, and the replies 
such employee gives to his friends and 
neighbors when they question him re- 
garding matters pertaining to company 
affairs and policy. 

As a rule, all public relations train- 
ing programs place their major em- 
phasis on developing in the “public - 
contact employee’ an acute awareness 
of his responsibility for improving the 
company’s relations with the consumer. 
Occasionally, training programs are in- 
stituted that are designed to give the 
“noncontact”’ employee a better picture 
of the company organization as a 
whole. But almost never is this training 
carried out to a point where this “‘non- 
contact’ employee is supplied with the 
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information he needs to give his 
friends complete and accurate data re- 
garding those matters of company pol- 
icy that management most desires to 
impress upon its consumers. A little 
reflection will prove that this is the 
weak spot in most of the programs de- 
veloped to improve consumer relation- 
ships. 


A PUBLIC utility corporation em- 
ploying 5,000 people may have 
1,000 workers who may properly be 
classified as public contact employees. 
The remaining 4,000 are in the other 
class: clerical workers, engineers, su- 
pervisors, executives, shop and power- 
house employees, transportation, over- 
head and underground linemen, gar- 
deners, janitors, and  draftsmen. 
Whether we are aware of it or not, it 
is the story told the public by this larger 
group of employees—to their friends 
and neighbors—that is given most cre- 
dence by the public. This is true 
whether or not these people have the 
faintest conception of the truth or 
falsity of any statements they may 
make. 

When questioned by a friend on mat- 
ters pertaining to company policy it is 
perfectly natural for the employee to 
make some sort of a statement, how- 
ever far from the facts in the case it 
may be, rather than to admit that he 
knows nothing of these matters. 

Formal publicity — of the type of 
press releases, radio talks, brochures 
and stuffers, and speeches before civic 
and social organizations—is an excel- 
lent method of getting the company’s 
viewpoint over to the citizens of the 
community served by the utility. 
Nevertheless, it must be recognized that 
a propaganda-saturated public receives 
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all such efforts to disseminate formal 
publicity with strong mental reserva- 
tions, realizing that paid publicists nat- 
urally present only those facts and 
arguments that put their employers in 
the most favorable light. However, 
when a company employee makes an in- 
formal statement to a citizen it is as- 
sumed that this is the real low-down on 
the situation, straight from the feed 
box. No matter how uninformed this 
statement may happen to be, it is ac- 
cepted as truth, simply because the lis- 
tener cannot see where the employee 
stands to gain anything by misrepre- 
senting facts. 


[ is largely because of this situation 
that formal publicity, of the types 
mentioned above, ranks but fourth 
among the factors influencing public 
attitude toward any utility organiza- 
tion. It should also be obvious that any 
public relations training program that 
stops with teaching the contact em- 
ployee how to meet the public is only 
doing half a job, since the public un- 
derstands that these employees often 
are told what to say when asked ques- 
tions relating to company affairs and 
policy. 

The only way to be sure that every 
employee of a utility corporation has 
the correct answers to any question he 


may be asked is to train each employee 
in matters pertaining to company or- 
ganization and policy. Bulletin board 
notices are of no value here, nor word- 
of-mouth directions issued by the im- 
mediate supervisor. This is a specific 
training job, in which the employee is 
given all the information he needs to 
answer truthfully and accurately any 
question put to him regarding his com- 
pany, its organization, its present aims, 
and its plans for better serving that 
particular community in the future. 
Furthermore, the employee must be 
shown that he, himself, ought to have 
such training—that he needs it in his 
own self-interest—that it means more 
security and better prospects for him, 
as an individual, and his fellow work- 
ers as a group. 


| ara has shown that by far 
the best method of getting this in- 
formation over to the noncontact em- 
ployee is by conferences, conducted 
either by the immediate supervisor of 
a group of these employees, or by a 
staff training man, if in these confer- 
ences employees are given an oppor- 
tunity to discuss, in detail, matters per- 
taining to company organization and 
policy. But if an attempt is made to 
put over these ideas by lecture method 
the employee is likely to resent the en- 


“No doubt every utility management has included among 
its postwar plans ways and means of improving its public 
relations. As a rule, these plans call for increased attention 
to the dissemination of favorable publicity in its various 
conventional forms, improvement in physical service, and 
the training of public contact employees in better methods of 
serving the consumer, both in the office and in his home. 
These are all most excellent methods of improving consumer 


attitude toward the utility.” 
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tire program. He doesn’t want to be 
lectured. He doesn’t care to accept on 
faith statements of fact, the truth of 
which he has had no opportunity to test 
for himself. He wants to work things 
out for himself. OK. Why not then 
give him plenty of chance to do so? If 
he tests them to his own satisfaction he 
will be their most loyal and persistent 
advocate. 

It is all too true that free and open 
discussion not only fixes facts in the 
employee’s mind, but also sells him on 
his responsibility for improving the 
public relations of his company by an- 
swering truthfully any question put to 
him regarding these matters, either 
during or after working hours. 

It is, of course, essential that no ef- 
fort ever be made in such a training 
program to mislead the employee, even 
in the slightest degree. Once such de- 
ception has been attempted, or if the 
employee even thinks it is being at- 
tempted, he will not only lose confi- 
dence in the integrity of his manage- 
ment, but will also lose interest in the 
training program itself. That danger 
cannot be stressed too much. Unless 
management is ready to put all of its 
cards on the table and take every em- 
ployee completely into its confidence, it 
is a mistake to institute such a pro- 
gram. 


i should be obvious, too, that much 
of the success of such a program 
will depend upon the existing relation- 
ship—good, bad, or indifferent, as may 
be—that exists between management 
and its employees. We are just begin- 
ning to learn that public relations and 
industrial relations are often two terms 
that mean the same thing. It is also true 
that a training program of the type I 
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have suggested, if properly adminis- 
tered, will often do more than anything 
else to convince the workman of man- 
agement’s intention to make a work- 
ing partner of the employee. 

No motivation in this direction is 
quite so powerful or productive of re- 
sults as a frank appeal from manage- 
ment for every employee’s cooperation 
in helping management to fight those 
interests whose avowed purpose it is to 
destroy private enterprise. Despite the 
claims of the revolutionaries, the aver- 
age American workman much prefers 
the private enterprise system and, if 
properly approached and given correct 
information, will do his full share in 
fighting subversion. 

I have found that, in the past, the 
real stumbling block to complete codp- 
eration between management and the 
employee has most often been manage- 
ment’s reluctance to take the worker 
completely into its confidence. Manage- 
ment too often has been jealous of its 
prerogative of determining all matters 
pertaining to the company’s welfare. 
Because of this, management has fre- 
quently been reluctant to sponsor any 
training program that calls for com- 
plete frankness with the employee on 
matters of company policy until such 
time as the future existence of the util- 
ity as a private enterprise is seriously 
threatened. At no time in a utility’s his- 
tory is complete employee codperation 
so essential as during a crisis—such as 
an ownership election campaign—in 
which the future of the organization in 
question is at stake. 


DP plenege the time to organize 
such a training program is before 
any such serious emergency arises. If 
the individual employee has become ac- 
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Well-informed Employees 
— particular employee groups happen to be made up of 


organized or unorganized workers, . 


. . it is management’s 


responsibility to see to it that these people are well informed on many 

matters relating to company organization and policy concerning which 

today they know little or nothing. Only when the individual employee 

is kept carefully informed regarding such matters does he find himself 

in @ position to pass out authoritative information of a type that will 
reflect credit on his company.” 





customed to discussing in conference 
problems of company policy and has 
learned to present the information thus 
gained to his friends and neighbors, he 
takes it as a matter of course that the 
information given him during an elec- 
tion campaign is true and accurate. He 
will disseminate arguments favorable 
to the interest of the company (and 
himself) and carry complete conviction 
in doing so because he knows his state- 
ments contain nothing but truth. 
Frankly, too, with the relationship 
that exists between management and 
labor in too many industrial organiza- 
tions, it takes time to sell the employee 
on the idea that management is com- 
pletely sincere in its efforts to take the 
employee into its confidence. It may 
well require months of such training 
before the last skepticism of the em- 
ployee vanishes and he becomes com- 
pletely convinced that this program is 
not just another one of those things. 
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However, this objective can be at- 
tained, and once the employee is sold on 
management’s good intentions, not 
only has there been developed a power- 
ful force to improve that company’s 
public relations, but there will be noted 
a sharp improvement in the industrial 
relations of the organization. 


_ may be some difficulty in 
persuading some management that 
it must, without reserve, place all of its 
cards flat on the table and give the em- 
ployee complete and accurate informa- 
tion on matters pertaining to company 
policy. In some instances, such action 
may necessitate certain changes in com- 
pany policy in order that there shall ex- 
ist no matters that management does 
not care to discuss with its employees. 
This action in itself cannot help but im- 
prove both public relations and indus- 
trial relations. 

The training program indicated is 
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not at all difficult to install. Any train- 
ing man can outline a series of confer- 
ences and prepare (or have prepared in 
the various divisions of the company) 
all necessary mimeographed material 
on the organization and functions of 
each division. With this foundation of 
fact to build on, it is a simple matter to 
continue the program with discussions 
of problems relating to the future of 
that company, and this entails discus- 
sions of present and future aims of 
management, and pressing problems 
now confronting management. Prop- 
erly presented, it is this latter type of 
training that serves to instill in the em- 
ployee a sense of his responsibility for 
the future welfare of his company, and 
sells him on the thesis that it is a part 
of his job, to a greater extent than ever 
before, to take an active part in fight- 
ing his company’s battles. 


S I have indicated at the beginning 
of this article, there is nothing 
whatever in such a training program 
that should develop opposition to it on 
the part of organized labor. Dave Beck 
was not being altruistic when he of- 
fered his union’s support to utility man- 
agement in the fight against Referen- 
dum 25. Labor management does not, 
and never has liked to, bargain with 
government. In fact, it well knows that 
it cannot actually do so. It prefers, as 
Beck has frankly stated, to deal with a 
privately owned organization. In dis- 
cussing the referendum in question, 
Beck said: 


Referendum 25 was carefully and delib- 


erately written to create a socialized monop- 
oly of electric power clothed with wide gov- 
ernment power. The rights of working peo- 
ple were not considered, or were flatly dis- 
regarded. 

Under Referendum 25 a monopoly would 
be set up, exempt from the National Labor 
Relations Act and the War Labor Board. 
It can refuse to negotiate with unions; it 
cannot sign legal and binding contracts with 
organized labor, because of its status as a 
government agency. 

The worst feature of Referendum 25 is 
that it would set up a Soviet to manage all 
of our electric power industry in the state. 
Get this straight—Sovietism and Socialism 
have no place in their scheme of things for 
free labor unions. Soviet control of indus- 
try means death to American organized 
labor. 


S° long as no faintest effort is made 
to inject antiunion propaganda 
into the public relations training pro- 
gram, the unions will welcome any 
move on the part of management aimed 
at increasing management-worker co- 
Operation. In the case of companies al- 
ready having shop contracts there is no 
reason why all text material prepared 
for such a course of study should not 
be passed upon in advance of presenta- 
tion by a union committee. 

Whether particular employee groups 
happen to be made up of organized or 
unorganized workers, however, it is 
management’s responsibility to see to it 
that these people are well informed on 
many matters relating to company or- 
ganization and policy concerning which 
today they know little or nothing. Only 
when the individual employee is kept 
carefully informed regarding such 
matters does he find himself in a posi- 
tion to pass out authoritative informa- 
tion of a type that will reflect credit on 
his company. 





q “EITHER the equalitarian tax policy or the plans:for large-scale private 
enterprise must go into the ash can.” 
—Har ey L, Lutz, 
Professor of public finance, Princeton University. 
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Wire and Wireless 
Communication 


C Bex special subcommittee of the Sen- 
ate Interstate Commerce Commit- 
tee is endeavoring to salvage some sort 
of plan for international communications 
merger legislation now threatened with 
abandonment as a result of conflict among 
the five government departments princi- 
pally interested. The committee has 


now heard from the State, War, and 
Navy departments, Federal Communica- 


tions Commission, and the Civil Aero- 
nautics Authority. No two viewpoints 
were alike, although the State Depart- 
ment came pretty close to the Civil Aero- 
nautics Authority in its demand that if 
there has to be a merger of American in- 
terests in international communications, 
telephone, press wireless, and other com- 
munication facilities should be left out of 
the merger which would include the 
cable and radiotelegraph operations. 

The Navy’s plan, which was the basis 
for the subcommittee’s hearings, called 
for a compulsory merger of all forms of 
international communications in which 
American commercial interests are in- 
volved: cable, radiotelegraph, telephone, 
press wireless, and even aeronautical ra- 
dio. The combination would be operated 
according to the Navy proposal, by an 
incorporated monopoly, in the manage- 
ment of which the Federal government 
would participate to the extent of being 
represented by five out of twenty direc- 
tors. 

It was this “mixed corporation” fea- 
ture which drew the criticism of the 
FCC, which appeared in the person of 
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FCC Chairman Paul A. Porter. The 
Army took no definite position except to 
indicate that it could live with any ar- 
rangement Congress decided upon. 


SSISTANT Secretary of State William 
L. Clayton opposed a merger of 
Overseas communications services, par- 
ticularly regarding press services. He 
told the Senate Interstate Commerce sub- 
committee that the State Department con- 
siders press service as a “special situa- 
tion” because of the public interest in the 
transmission of news. 

“Tf all U. S. telecommunications fa- 
cilities for the international transmis- 
sion of news were in the hands of any 
one company,” he said, “the freedom of 
the press might be jeopardized.” 

Clayton said the record of Press 
Wireless, Inc., “seems to indicate the 
advantage of a high degree of specializa- 
tion in this field, and to point to the de- 
sirability of leaving Press Wireless out 
of any merger that might be attempted.” 

Committee Chairman Burton K. 
Wheeler, Democrat of Montana, agreed, 
declaring that, in spite of evidence by the 
Navy Department, “I never could see 
any justification for taking Press Wire- 
less and putting it into a monopoly.” 

Disagreeing with a Navy Department 
plan for a privately owned, government- 
dominated monopoly, Mr. Clayton told 
the subcommittee : 

In the view of the State Department, a 


complete merger into one company of our in- 
ternational telecommunications facilities, on 
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the basis of our experience to date and the 

_evidence at hand, is inadvisable. ... The de- 
partment is strongly of the opinion that no 
showing has yet been made that merger 
among competing companies is the means 
best calculated to protect our national se- 
curity and promote the general welfare of 
our people. 


Instead, Mr. Clayton said, the remedy 
lies in “unified control of policy at the 
government level, rather than in unify- 
ing competitive operations.” 

Congress, he suggested, should con- 
tinue into the postwar period the func- 
tions now exercised by the special inter- 
departmental committee on communica- 
tions, and the planning functions—“but 
not the wartime powers’”—of the Board 
of War Communications. 


M?* CLAYTON said the government 
should have power to determine 
“from time to time with what foreign 
points it is in the national interest to 
have telecommunication services, what 
the nature of the service should be, and 
what companies should perform it. All 
the facilities of the State Department 
could thus be most effectively put to the 
service of the carriers designated.” 

The State Department, he said, does 
not think a monopoly would give any im- 
petus to the spread of American commu- 
nications services, or help to make con- 
tacts any more direct with foreign na- 
tions. Nor, he said, is the department 
convinced that the merger would be nec- 
essary for national security, or that it 
would help to enable the armed services 
to dispose of their world-wide wartime 
facilities. 

The department, he declared, “is op- 
posed to complete merger, and does not 
consider that an adequate case has been 
made for partial merger.” If there should 
be any merger at all, he added, it should 
be to permit the domestic wire company 
to merge with international cables and 
radiotelegraph, so that it could have the 
same direct communication with distant 
points as that afforded radio and tele- 
phone. He suggested the following al- 
ternatives in that field: 


1. Merge the domestic wire tele- 
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graph company with international 
cables and radiotelegraph. 

2. Merge the domestic wire com- 
pany with cables, and merge the in- 
ternational radiotelegraph companies 
but keep them out of the domestic 
field. 

3. Merge the domestic wire com- 
pany with cables and merge the radio- 
telegraph companies and permit them 
to compete in the domestic field, thus 
assuring competition both domestical- 
ly and internationally. 


ENATOR Wheeler declared that facili- 
ties for bringing foreign news to the 
American press should operateindepend- 
ently of any postwar international com- 
munications monopoly. Preservation of 
Press Wireless, Inc., he said, was essen- 
tial to American policy in the field of 
communications. 

“The committee is getting all the fac- 
tual information and all the recommenda- 
tions it can,” he stated. 

He asserted that he was opposed to the 
Navy proposal of a private communica- 
tions corporation which would have five 
of its twenty directors drawn from the 
Cabinet and which would be an Ameri- 
can monopoly in the foreign field, the 
monopoly to include Press Wireless. 

“Press Wireless was set up as a non- 
profit organization to handle news for 
the newspapers of the country,” he con- 
tinued. “A continuation of its independ- 
ent service is important service to our 
free press.” 

Inquiries thus far, he stated, had raised 
the question whether the demand for 
postwar radio frequencies by the var- 
ious companies would be so great that 
there would not be enough for all. He 
added: 

That is a technical problem. If it is appar- 
ent that there aren’t enough to meet demands 
for government and commercial uses, the 
question arises whether it is desirable to do 
away with competition and consolidate ex- 
isting service organizations, 

Following the State Department’s tes- 
timony, Chairman Wheeler held an ex- 
ecutive session with the government de- 
partment witnesses and fellow members 
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of his Senate committee. It was believed 
that he was trying to work out some 
plan that would be acceptable to all, or 
at least a majority, of the government 
bureaus. Senator Wheeler did not im- 
mediately indicate when the hearings 
would be resumed, although it is known 
that a number of commercial communi- 
cations companies and some labor inter- 
ests have expressed a desire to be heard 
on the proposed merger legislation. 

Probably the committee will await the 
printing of the government departments’ 
testimony and the submission of a break- 
down valuation on the Army’s world- 
wide communications facilities. The 
Army investment in communications has 
been variously estimated at between 
$175,000,000 and $250,000,000, although 
probably only a fraction of this could be 
operated in commercial communications 
service after the war. 

Major General Harry C. Ingles, chief 
signal officer of the Army, was expected 
to present the Army’s report. 


*x* * *K * 


Ce R. Denny, JR., was sworn 
in as a member of the Federal Com- 
munications Commission on March 30th, 
and Rosel H. Hyde was named to suc- 
ceed him as the commission’s general 
counsel. 

Simultaneously, the commission an- 
nounced that Vernon L. Wilkinson, 
former special assistant to the Attorney 
General, had been appointed assistant 
general counsel, succeeding Mr. Hyde. 
Leonard Marks, chief of the new fa- 
cilities section in the broadcast division 
of the FCC Law Department, has been 
named assistant to the general counsel. 

Mr. Denny, who was thirty-three on 
April 11th, is the youngest person to 
hold a position as commissioner. His ap- 
pointment filled a vacancy existing since 
last spring, when the term of T. A. M. 
Craven expired. 


* * 
HE National War Labor Board last 
month announced it had unanimous- 


ly directed that the wage adjustments 
suggested by the board for employees of 


* * 
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the New York Telephone Company, 
traffic division, and the American Tele- 
phone and Telegraph Company’s Long 
Lines Department, are to be retroactive 
to January 10, 1944, the date when the 
question of wages was reopened in the 
contracts between the companies and 
unions representing the employees. 

The board on February 23rd directed 
increases of $3 per week, and additional 
increases resulting from shortening the 
schedules from eleven to nine years, for 
approximately 7,000 operators in New 
York city, Louisville, and Memphis, em- 
ployed by the Long Lines Department of 
the American Telephone and Telegraph 
Company, who are represented by the 
Federation of Long Lines Telephone 
Workers, affiliated with the National 
Federation of Telephone Workers. 

In the New York Telephone Company 
Case, the board directed increases of $3 
a week to traffic division operators and 
dining service employees. A general in- 
crease of $2 a week was directed for 
clerical employees in the traffic division, 
but not in the operating group. Approxi- 
mately 12,000 employees were involved. 

The question of establishing a retroac- 
tive date for these increases was referred 
back to the National Telephone Panel, 
which recommended the January 10, 
1944, date. 

The employees in the New York Tele- 
phone Company Case were represented 
by the Traffic Employees Association, 
Manhattan, Long Island, and Bronx- 
Westchester areas, independent. 


* * *K * 


HE Federal Communications Com- 

mission last month granted applica- 
tions of the Western Union Telegraph 
Company for authority to make experi- 
ments to determine the practicability of 
the use of radio relay circuits for the 
transmission of its regular commercial 
traffic, with a view to the ultimate use 
of radio relay circuits, to supplement cer- 
tain wire circuits, for the transmission 
of its common carrier traffic upon a regu- 
lar basis. In granting the applications, 
the commission authorized the company 
to conduct certain experiments for the 
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purpose of developing an ultra high and 
superhigh frequency, wide-band beamed 
communication system by means of a 
chain of radio relay stations extending 
from Camden, New Jersey, to New 
York, New York, with intermediate un- 
attended radio repeater stations at Bor- 
dentown and New Brunswick, New Jer- 
sey. A period of two years in which to 
complete construction was authorized. 

In order that the exact operating con- 
ditions may be ascertained, the commis- 
sion waived § 5.14 of its experimental 
rules (which prohibits the transmission 
of regular commercial traffic by means of 
experimental radio stations), thus per- 
mitting the handling of regular telegraph 
traffic by means of these stations. How- 
ever, the company is required to main- 
tain its regular wire circuits as a stand- 
by for such traffic, and the rates and 
charges must be the same as those legally 
filed. Also, in view of the difficulties of 
monitoring the frequencies to be used, 
the commission waived the requirement 
of § 2.65 of its general rules and regula- 
‘tions regarding periodic transmission of 
call letters. Special permission also was 
granted to operate the intermediate relay 
stations at Bordentown and New Bruns- 
wick without the presence of a duly 
licensed radio operator. 


Box Camden station will be located 
at Front and Cooper streets, and 
will consist of two transmitters oper- 
ated by remote control with the control 
point located in Philadelphia, a distance 
of 1.75 miles from the transmitter lo- 
cation. The New York city station will 
be located at 60 Hudson street, and the 
two transmitters at this point also will 
be operated by remote control within the 
same building. 

The exact locations of the relay sta- 
tions are to be determined later upon 
examination of experimental results of 
preliminary operations. These portable 
stations are to be operated as automatic 
repeater stations and normally will be 
unattended. Each of the two relay sta- 
tions will have four transmitters. 

Various frequency bands, extending 
from 2,000 to 11,372 megacycles, will be 


used, with a maximum power of 15 
watts at each station and with types A0, 
Al through A4, and special emission for 
multichannel telegraph, teleprinter, fac- 
simile, and business machine services, 
The type A3 emission will permit the use 
of telephone channels for Western Union 
interoffice communications of a service 
nature. 


* *K * X 


CONTROVERSY between the Federal 

Communications Commission and 
the Zenith Radio Corporation over fre- 
quency modulation’s place in the spec- 
trum got a thorough “airing” on April 
6th. Senator Burton K. Wheeler, Demo- 
crat of Montana, chairman of the Senate 
Interstate Commerce Committee, made 
public letters from Paul Porter, FCC 
chairman, and Zenith’s president, E. F. 
McDonald, Jr., in which: 

1. Mr. Porter declared Mr. McDon- 
ald carried on his opposition to a pro- 
posed assignment of FM frequencies by 
way of “mimeographed statements” 
rather than before the commission. 

2. Mr. McDonald replied with an as- 
sertion that the FCC proposed to move 
the FM band from the region of 42 
megacycles to start at 84 against the ad- 
vice of seven out of eight experts who 
testified. 

In a letter to Senator Wheeler, dated 
March 12th, Mr. Porter said that after 
extensive hearings the FCC reported its 
decision to move the FM frequency band 
from a starting point of 42 to a starting 
point of 84. The FM people who did ap- 
pear, he said, “unanimously or almost 
unanimously” approved the number of 
channels and the 200 width for each 
channel proposed by the commission. 

Mr. McDonald, he added, wanted to 
move the lower end of the band from 42 
to 46, “which would not guarantee inter- 
ference-free FM service listeners have 
a right to expect.” 

In retort, Mr. McDonald declared that 
seven of the eight experts testified that 
“the moving of FM from its present po- 
sition was unnecessary and undesirable,” 
and that his suggestion of a minor move 
to 46 “was merely a compromise.” 
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Financial News 


and 
Comment 


By OWEN ELY 


Congestion in the Offerings 
Calendar 


vERY few months the investment 

banking fraternity encounters a 
“bottleneck” in handling new utility is- 
sues—usually a few weeks before the be- 
ginning of a government bond drive. 
This happened last fall and again in 
March-April. Recently the situation has 
been aggravated by the added substantial 
amount of rail and industrial financing. 
This is not a serious situation for an 
over-counter house with substantial 
credit resources, but members of the 
New York Stock Exchange have to meet 
the Exchange requirements regarding 
capital, which may prove onerous 
where a number of large issues are 
bunched over a short period of time. 
Recently five issues were scheduled for 
bidding on April 9th: $18,000,000 Texas 
Electric Service bonds and 68,875 
shares of preferred stock, $6,000,000 
Central Vermont Public Service bonds 
and 40,000 shares of common, and $26,- 
000,000 Ohio Edison bonds, while on 
the following day $50,000,000 New 
York Power & Light and $24,000,000 
preferred stock were set for bidding. 
While the two preferred issues were 
“stand-by” affairs, nevertheless they 
would have added to the capital require- 
ments of an Exchange house. As a par- 
tial solution the Texas Electric Service 
issues were postponed. 

The SEC has shown comparatively lit- 
tle interest thus far in the question of 
calendar congestion. But obviously if 
competitive bidding is to be kept on a 
healthy, active basis, with normal par- 
ticipation by member houses, something 
should be done about easing the present 
periodic congestion. One difficulty is the 
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fact that the ICC is also involved, while 
some industrial issues may be entirely 
outside commission regulation except 
perhaps for that exercised by the SEC 
Trading Division. 

One solution might be to form a 
“steering committee” composed of rep- 
resentatives of the Stock Exchange, in- 
terested member firms, and the NASD, 
with liaison men in the SEC and ICC. 
Such a committee would be subject to 
call only as its services were required. It 
would maintain an up-to-date calendar, 
and its representatives would confer 
with companies interested in new financ- 
ing, in order to space issues properly. 


O NE present difficulty is that Monday 

noon is a favorite time for bidding, 
to permit cleaning up sale of the issue 
during the week. If some method could 
be developed to permit the offering of 
bonds on the day immediately following 
the bidding rather than on the second day 
thereafter, this might permit using the 
first four days of the business week for 
bidding rather than concentrating so 
heavily on the first two or three. 


* 


New England Gas & Electric 
Recapitalization Plan 


EW Encitanp Gas & ELECTRIC 

(see review in March 15th issue, 
page 365-6) recently filed a recapitaliza- 
tion plan with the SEC. This provided 
for geographical integration through 
separation of the group of companies 
outside Massachusetts, consisting of 
New Hampshire Gas & Electric Com- 
pany and five smaller operating com- 
panies. The plan proposed to merge 
these companies and distribute the com- 
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mon stock of the new company to se- 
curity holders of NEGEA. 

As pointed out in the previous review, 
the system operating companies are very 
conservatively capitalized while the hold- 
ing company has a top-heavy capital 
structure. Under the plan NEGEA 
would replace its present capitalization 
with $24,675,000 collateral sinking-fund 
3% per cent bonds and 605,000 shares of 
common stock with no par value, but a 
stated value of $25 a share. Holders of 
the several bond issues would receive for 
each $1,000 bond a package consisting of 
$25 cash, $700 new bonds, 9 shares of 
new common stock, and 1%s shares 
- New Hampshire Gas & Electric (merged 
company) common stock. First pre- 
ferred stockholders would receive 3 
shares of new common for each share of 
preferred, and this would be increased 
to the extent that similar participation 
was denied to the Associated Gas 
system. Various companies in the Asso- 
ciated Gas system own about one-quar- 
ter of the first preferred stock, all the 
second preferred, and all the common; 
there is also some involved litigation be- 
tween the two systems. 

At the option of the association it 
could include in the bondholders’ pack- 
age an additional $100 in 33 per cent 
bonds in lieu of the 14s shares of New 
Hampshire common. This would seem 
to indicate an estimated value of 94 for 
the new common stock of New Hamp- 
shire. Net income of the five companies 
to be merged was as follows in 1944: 

New Hampshire Gas & Elec. Co... $143,948 

Derry PMleGt0 GO. :e:60:<:.4 0:6: si010 29,372 

International Power Co. ......... 8,717 

Kittery Electric Light Co. ....... oe 


Lamprey River Improvement Co.. 
SE Groix Hlectric Cos.ocewcec ess 4,711 
$208,775 


As there appear to be no dividend re- 
strictions, the merged company could 
doubtless pay out a substantial part of its 
earnings. Hence they can perhaps be 
capitalized at a generous rate, 15 times, 
or about $3,120,000. Nearly the same 
result would be obtained if 1943 divi- 
dends of $175,800 paid by the six com- 


panies were capitalized on a 6 per cent 
basis. (However, earnings in 1943 were 
substantially higher than in 1944.) In 
addition to dividends NEGEA obtained 
$33,130 interest from Derry and St. 
Croix in 1943, so that this amount could 
perhaps be added to dividends in gaug- 
ing the income available for the new 
common stock of New Hampshire. The 
indicated number of shares of the new 
company, 37,500, would at $94 a share 
(see above) approximate $3,500,000. 


n 1944 NEGEA earned net of $961,- 
527 after all charges, compared with 
$988,946 in 1943 and $799,412 in 1942, 
Under the plan fixed charges of the par- 
ent company would be reduced from $1,- 
957,242 to about $960,000 but 40 per 
cent of the saving might be lost in Fed- 
eral taxes, leaving a net gain of about 
$600,000. This would increase consoli- 
dated net income (for 1944) to $1,561,- 
000. 

However, it would be necessary to 
deduct from this figure the net income 
of the New Hampshire group, totaling 
$208,775, leaving approximately $1,- 
353,000, or about $2.23 a share on the 
new common stock. If a price-earnings 
ratio of 11 (about the average for hold- 
ing company stocks) be applied, this 
would produce a potential market value 
of $25, equivalent to the “stated value” 
for the new common. 

Based on the above estimates, the 
market value of the “package” to be 
given bondholders would work out as 
follows: 


$700 new bonds at par 

Nine shares new common at 25 .... 

One and one-fifteenth shares New 
Hampshire G. & E. @ 94 


The bonds are currently selling at 94. 

If the estimated value of the new com- 
mon stock, $25 a share, is warranted, the 
old preferred stock (recently around 46) 
would have a potential value of 75 plus 
any additional increment resulting from 
subordination of the Associated Gas 
interest. 
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Of course, the plan may not pass the 
scrutiny of the SEC. The new bond is- 
sue, together with subsidiary bonds, 
would still total about $35,000,000 
whereas the net plant account at “orig- 
inal” cost is only about $42,400,000 
(plus any reduction in the depreciation 
reserve to offset heavy plant write-offs). 
The debt ratio would still be far above 
the 50 per cent figure which the commis- 
sion considered desirable in the proceed- 
ings which it started (but did not finish) 
several years ago. 

It may also be necessary to await a 
Supreme Court decision in the Standard 
Gas & Electric Case to determine whether 
bondholders can receive common stocks 
in lieu of cash. 


Holding Company Stocks 
Continue to Advance 


~~ our previous review in the Jan- 
uary 4th issue, holding company 
equities have shown a net gain of about 
10 per cent or twice as much as operat- 
ing companies’ stocks, and three or four 
times as much as industrials and rails. 
Thus the recovery in holding company 


e 


AND COMMENT 


values which began about three years ago 
still appears to be under way, despite the 
rather slow progress being made with 
the integration program. 

Price-earnings ratios for the issues 
listed in the accompanying table average 
about 11 (excluding Ogden Corporation 
and United Gas Improvement, which are 
abnormal items). This compares with 
about 14-15 for operating company 
stocks. In averaging the holding com- 
pany issues, four preferred stocks have 
been included—American Power & 
Light, Standard Gas & Electric, Consoli- 
dated Electric, and Commonwealth & 
Southern. It is somewhat inaccurate to 
compare share earnings with prices of 
these issues, since the recap formulas will 
reduce the amount of earnings applicable 
to the new equity stocks which they may 
receive. This tends to explain the below- 
average ratios for several of these issues. 

Dividend yields for holding companies 
with well-established records, such as 
American Gas and Public Service of 
New Jersey, seem to average about the 
same as for operating companies. The 
yield on North American Company is 
somewhat higher. 


ELECTRIC-GAS HOLDING COMPANY STOCKS 


; P 
Where Price Share Earnings Earn. Indicated Yield 
Traded About 12 Mos. 


American Gas & Elec. ..... c 
American P. & L. $6 pfd. .. 
American Water Works ... 
Com. & Southern pfd. ..... 
Consolidated Elec. pfd. .... 
Engineers Pub. Service .... 
Federal Lt. & Traction .... 
Illinois Power Co. C 
Middle West Corp. ........ c 
A ) es S 
Niagara Hudson Power ...C 
North American Co. ...... S 
OUReNECOEDS cA esc as'ee c 
Philadelphia Co C 
Public Serv. of N. J. > 
Standard G. & E. $7 pr. pfd. S 
United Gas Improv. ....... S 
United L.& R. WI com. ...O 


__. 


Jan. 
Nov. 
Dec. 
Feb. 
June 
Dec. 
Sept. 
Dec. 
Sept. 
Nov. 
Dec. 
Dec. 


Dec. 
Dec. 
Sept. 
Dec. 
Sept. 


Dec.’43 


Approx. 
Range 
1944-5 

35-26 
78-44 
12-6 
98-79 
20-9 
22-15 
18-4 
13-10 
9-6 
was sis 443-2 
* ; 23-16 

.75b ue 53-34 
55 13-9 

1.00 20-13 
ore 93-40 

** 18-12 

17-14 


rice— 
Ratio Div. Rate About 
14.0 $1.80 5.4% 
2 aes ie 


Amount 

$2.35 
hao 
1.36 
7.98 
10.76 
2.50 
1.55 


\o 


—_ 


375# 4.0 


1.75 
2.50+ 


mt eet DD et et ee — 
: NNWOP HE SONN pe 
PUNOCOMNOUUNNHOWNE WO? 


1.06 
12.33 
56 © 
1.45a 


— DO 
SR AWN 


S—Stock Exchange. C—Curb. O—Over counter. *Paid 4 per cent in common stock of 
Pacific Gas and Electric. **Dividend rate on new stock not well established; 35 cents was paid 
February 28th. #—$2.50 declared in 1945. +—Of which $2 is a capital distribution subject 


to SEC approval. a—On new when issued stock. 
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cluding liquidating dividend, 


b—Company in process of liquidation. c—Ex- 
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Construction Costs Still Rising 


1 gaaaie the anti-inflationary controls 
exercised by the Federal govern- 
ment, the cost of construction as re- 
flected in the American Appraisal Com- 
pany index (average for 22 typical 
cities) has continued to rise during 
1944-45. The index has now advanced 
from the 1933 low level of 144 to 267, 
a gain of nearly 86 per cent; the in- 
crease since 1940 is about 32 per cent. 
During and following the other war, the 
index advanced from 98 in 1914 to 296 
in 1920; the present advance is, there- 
fore, moderate as compared with that of 
World War I. 

Unfortunately the utilities have had to 
postpone a considerable amount of main- 
tenance and new construction work to 
the postwar period. In setting aside re- 
serves, allowance should be made for the 
higher cost of the work as compared with 
prewar levels. Regulatory bodies should 
also take this fact into account as a sub- 
stantial offsetting factor to the present 
low cost of raising new money through 
bond issues, as well as in connection 





with the drastic program of writing of 
or amortizing plant account to an “orig. 
inal cost” basis. 

The gain in cost over the past year 
seems to be due largely to higher prices 
for brick, cement, and lumber, as well 
as higher wages. 


y 
Consolidated Electric & Gas 


(Series of holding company reviews) 


C ONSOLIDATED ELectric & Gas Cou- 

PANY is a medium-sized holding 
company controlled by the inactive Cen- 
tral Public Utility Corporation (Dela- 
ware). The latter company is highly 
overcapitalized, the bonds selling around 
84; its principal asset is preferred stock 
of Consolidated Electric. 

“Conelec” itself has a rather heavy 
capitalization consisting of some $25, 
000,000 funded debt, 182,975 shares of 
$6 preferred stock, 1,480,000 shares of 
class “A” stock, and 1,000,000 shares of 
common. The company formerly had 
quite a large number of subsidiaries, but 
the list has been reduced considerably in 














The American Appraisal Company Construction Cost Indexes and Graph 


Cost Indexes of Average Construction and Representative Items of Material and Labor 


The National Average Construction Index is based on four types of buildings — Frame, Brick, Concrete, 
and Steel—in thirty representative cities. 
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FINANCIAL NEWS AND COMMENT 


recent years by sale or liquidation. In 
1943 19 per cent of the revenues were 
from electricity, 43 per cent from nat- 
ural gas, 16 per cent manufactured gas, 
21 per cent transportation, and 1 per cent 
miscellaneous. 


The operations of all subsidiaries are © 


supervised by Stone & Webster Service 
Corporation. 

Gradual liquidation of the company’s 
portfolio has permitted reduction of the 
bonded debt, which has declined from 
$49,000,000 in 1938 to a recent figure 
of slightly over half that amount. The 
company plans to continue this program. 
The largest sale made thus far was that 
of Central Illinois Electric & Gas, the 
stock of which was offered by a banking 


group in February, 1944, to net about. 


$7,000,000. The company is currently 
planning to sell its equity interest in Mo- 
bile Gas Service Company, which may 
yield somewhere in the neighborhood of 
$1,500,000. One of the most important 
remaining subsidiaries is Atlanta Gas 
Light, which in 1944 showed common 
stock earnings of nearly $1,200,000. Es- 
timating the net value at ten times earn- 
ings, this might be worth around $12,- 
000,000. 


’ 


N the twelve months ended June 30, 
1944 (latest figures available), Con- 
elec reported pro forma consolidated 
earnings of $1,968,964, equivalent to 
$10.76 a share on the preferred stock, 
compared with $16.73 in the twelve 
months ended June 30, 1943. The bal- 
ance for the parent company in the 1944 
pro forma statement was $3,171,561. 
This amount, if capitalized at ten times, 
would amount to $31,700,000, which 
would retire remaining bonds at par and 
leave about $5,200,000 available for the 
preferred stock, or some $28.50 a share. 
These figures, however, exclude the 
foreign investments held by Islands Gas 
& Electric Company, a subholding com- 
pany. 

The financial setup and history of 
that company is somewhat involved, and 
up-to-date figures are not available in the 
financial services. Subsidiaries supply 
gas to Manila, and electricity is fur- 
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nished to a large part of the Spanish is- 
land of Mallorca, in the Mediterranean ; 
and electricity and other services are fur- 
nished to a substantial part of the repub- 
lic of Haiti and the Dominican Republic 
(which together occupy a large island 
between Cuba and Puerto Rico). 

At present the company has outstand- 
ing $1,193,500 4 per cent secured bonds, 
$9,012,604 notes, 50,000 shares of $7 
preferred, and 100,000 shares of com- 
mon, all of which securities are owned 
by Consolidated. These would be re- 
placed under a proposed recap plan by a 
$4,000,000 10-year, noninterest-bearing 
note and 100,000 shares of $25 par com- 
mon stock. Conelec would contribute to 
Islands its 52 per cent interest in Union 
Electrica de Canarias, S.A. (giving Is- 
lands a 93 per cent equity in that com- 
pany). In 1941 Islands’ gross income 


‘was $501,212 and in 1942 (without 


Manila) $377,947; later figures do not 
appear available. Last August it was 
proposed to pass the Manila Gas up to 
Conelec for use as a partial liquidating 
dividend to preferred stockholders, but 
in March this plan was withdrawn due 
to the changed circumstances in the 
Philippines. No estimate has yet ap- 
peared as to the amount of war damage 
to the plant which may have resulted 
from the recent battle of Manila. The 
gas company several years ago had out- 
standing $662,000 first 6s due 1945, to- 
gether with the common stock practically 
all owned by Islands. 


— up-to-date figures it is dif- 
cult to appraise the value of the 
investment in the foreign subsidiaries, 
but one important factor is the relatively 
low taxes paid by these companies (only 
about 3 per cent of gross in 1942). As- 
suming that prewar earnings could be 
capitalized at five times, the investment 
would be worth about $2,500,000 which 
would raise the total liquidating value 
for Conelec preferred to $42 a share 
(compared with the current market 
price around 44). The estimates here 
mentioned are, of course, highly approx- 
imate due to lack of complete and up-to- 
date information. 
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What Others Think 


Western State Legislatures Object 
Toan MVA 


INCE the introduction in Congress, 
S early in the present session, of bills 
to create a Missouri Valley Authority 
(MVA)—along lines of TVA, as recom- 
mended by the late President—to admin- 
ister the development of the resources of 
that river basin, there has been consider- 
able discussion in the press, pro and con, 
as to the merits of such a plan. 

Inasmuch as there has been strong ad- 
vocacy for an MVA, not only by Senator 
Murray (Democrat, Montana), whose 
bill for such an agency (S 555) has been 
referred to the Senate Commerce Com- 
mittee (later to be considered by the Irri- 
gation and Reclamation and the Agri- 
culture committees), but by various 
others, it seems of interest to call atten- 
tion to the viewpoint in some of the 
states directly affected, as indicated in re- 
cent action taken by their legislatures. 

The legislatures of Montana, Colorado, 
Nebraska, and Kansas have each passed 
resolutions opposing the establishment of 
an MVA. 


N March 28th Congressman Frank 
Carlson (Republican, Kansas) 
spoke in the House regarding the reso- 
lution adopted by the Kansas legislature. 
His remarks, as reported in the Congres- 
sional Record, and the tenor of the reso- 
lution, both reprinted below, leave no 
doubt as to their views in this matter : 


_ Mr. Speaker, the Kansas legislature, now 
in session, has approved House Concurrent 
Resolution No. 24 memorializing the Con- 
gress to not create a Missouri Valley Au- 
thority with practically unlimited powers. 
As one interested in an early development of 
all the resources, I heartily approved the ac- 
tion taken by our state legislature. Honor- 
able C. C. Green, of Courtland, Kansas, the 
author of this resolution, has for many years 
been active in the promotion of a program 
for the full and beneficial use of our water 


run-off. Congress is fully aware of the need 
for a planned program of this type and has 
on several occasions enacted legislation and 
appropriated funds for this purpose. Out- 
standing in this regard was the approval of 
the Flood Control Act of 1944 and the Rivers 
and Harbors Bill recently passed in this Con- 
gress, 


Congressman Carlson then commented 
that both of these bills contain what is 
known as the O’Mahoney-Millikin 
amendments, and that those who are ad- 
vocating a Missouri Valley Authority 
either overlooked the important features 
of these two amendments or are more 
concerned about a Federal bureaucratic 
control of the entire valley than the ac- 
tual accomplishments. He then listed 
these provisions in the O’Mahoney- 
Millikin amendments: 


_ 1. A congressional policy to recognize the 
interests and rights of states in determining 
the development of the watersheds within 
their borders, and likewise their interests 
and rights in water utilization and control 
to preserve and protect established and po- 
tential uses for all purposes, and to limit 
navigation works to those in which sub- 
stantial benefit to navigation will be realized. 

2. Investigations which form the basis of 
any such plans shall be conducted in such 
manner as to give the affected states, during 
the course of the investigations, information 
developed and opportunity for consultation 
and opportunity to codperate in the investi- 
gations with the Federal agencies in charge. 
If there is disagreement on plans, as be- 
tween the Federal and the state agencies, 
the Federal agencies must submit the state 
point of view to Congress along with their 
own recommendations. 

3. The use of water in the arid half of the 
nation for domestic municipal, stock water, 
irrigation, mining, and industrial purposes is 
given a prior claim over that for down- 
stream navigation. 

4. The Secretary of War is authorized to 
make contracts with states, municipalities, 
private concerns, or individuals for domestic 
and industrial uses for surplus waters in 
flood-control reservoirs. 


567 APR. 26, 1945 





R PUBLIC UTILITIES FORTNIGHTLY 


5. The Secretary of the Interior can build 
reclamation works to utilize surplus water 
of flood-control reservoirs for irrigation 
under the Reclamation Act. 

6. Congressional approval of a joint Army 
Engineer-Bureau of Reclamation plan, for 
development of the entire Missouri river 
basin, and the authorization of $200,000,000 
to each agency to undertake the work. 

7. An increase in the number of dams on 
the Snake river in Idaho and Washington 
from four to enough to provide slack water 
for navigation without a waste of water that 
could be used for irrigation. 


ype Congressman expressed it as his 
opinion that no well-informed per- 
son in the West would permit these gains 
to be traded away for a federally con- 
trolled regional authority of any kind. He 
said that the Army Engineers, the Bu- 
reau of Reclamation, and Soil Conserva- 
tion Service are established agencies that 
are cooperating and coordinating a pro- 
gram for the entire valley ; that Congress 
has complete confidence in these agencies, 
and he is sure will be most codperative 
with them in the postwar period, for 
these agencies have plans that will be of 
great benefit for the entire area as soon 
as they can be carried into effect. “Why,” 
he added, “waste our time quibbling over 
a Missouri Valley Authority ?” 
Thereupon, Congressman Carlson pre- 
sented a copy of the house concurrent 
resolution approved by the Kansas legis- 
lature which, following the recital of the 
reasons prompting its adoption, read: 
SEcTION 1. That we endorse the afore- 
mentioned improvement program and rec- 
ommend and urge upon the Congress of the 
United States of America that the codrdi- 
nated plan for the control and use of the 
waters of the Missouri river basin, as now 
authorized by law, be given immediate ade- 
quate appropriation so that the plan can be 
executed as expeditiously as is consistent 
with the public economy. _ 
SECTION 2. That we commend the Corps 
of Engineers and the Bureau of Reclamation 


for their action in effecting codrdination, of 
their activities within the Missouri river 
basin. 

Section 3, That while it may be necessary 
to create some permanent administrative co- 
Ordinating agency to regulate the use of the 
water resources when development has been 
further advanced along the Missouri river 
and there is no objection to calling it a Mis- 
souri Valley Authority, we object, however, 
to granting to such administrative agency 
unchecked authority to engage in private 
business, operate farms, remove hundreds 
of thousands of acres of land from the tax 
rolls, take over the administration of educa- 
tion and of local and state laws, and, in 
general, to do the economic planning for the 
entire area. 

Section 4. That a copy of this resolution, 
suitably engrossed, be transmitted by the 
secretary of state to the Vice President of 
the United States as presiding officer of the 
Senate of the United States, to the Speaker 
of the House of Representatives of the 
United States, to each member from Kansas 
in the Senate of the United States and in the 
House of Reépresentatives of the United 
States, and the legislature of each state 
bordering or through which the Missouri 
river flows. 


HE resolutions adopted by Montana, 

Colorado, and Nebraska are in much 
the same spirit as the resolution of the 
Kansas legislature. These definite expres- 
sions of opposition to the establishment 
of an MVA, voiced by four of the states 
in the Missouri valley, indicate a grow- 
ing awareness of the multiplicity of prob- 
lems which could face the people of those 
states, were such a Federal agency to be 
set up in their midst. The concern which 
has been aroused for the preservation of 
“home rule” and free enterprise is to be 
noted in these words in the resolution: 
“we object . . . to granting to such ad- 
ministrative agency unchecked authority 
to engage in business . . . and, in general, 
to do the economic planning for the en- 
tire area.” 

—R. S.C. 





Labor-management Charter 


HE announcement made jointly in 
Washington on March 28th by Eric 
Johnston, president of the Chamber of 


Commerce of the United States ; William 
Green, president, American Federation 
of Labor; and Philip Murray, president, 
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WHAT OTHERS THINK 


CIO, of a proposed new charter for man- 
agement and labor, has received wide ac- 
claim. 

The seven points in the code of prin- 
ciples have been quoted in the press. It 
is of special interest that in this plan for 
management-labor unity in postwar days 
the objectives quoted below are outstand- 
ing among those set forth: 


... the rights of private property and free 
choice of action under a system of private 
competitive capitalism. 

... the inherent right and responsibility of 
management to direct the operations of an 
enterprise shall be recognized and preserved 
... must be free from unnecessary govern- 
mental interference or burdensome restric- 
tions, 

... the fundamental rights of labor to or- 
ganize and to engage in collective bargain- 
ing with management shall be recognized 
and preserved, free from legislative enact- 
ments which would interfere with or dis- 
courage these objectives. 


As was stated at the meeting, when the 
plan was announced, a committee (of 
fifteen or twenty members) is to be ap- 
pointed from management and labor to 
effectuate the policies outlined. With re- 
spect to this, Mr. Murray stated: 


I suppose that the interpretations of the 
document will be arrived at in the course of 
the committee’s work when further resolu- 
tions and understandings will be perfected. 
I think that both Mr. lle and Mr. John- 
ston will agree with me that although this is 
an understanding ’twixt the United States 
Chamber of Commerce, the American Fed- 
eration of Labor, and the CIO, it neverthe- 
less constitutes a proposal which, through 
the medium of this meeting this morning, 
is being submitted to the people of the 
United States for their approval. We want 
the people to think about it; we want the 


people to talk about it; and we naturally 
invite the people of the country, whoever 
they may be, to join with us in the attain- 
ment of the aspirations set forth in this 
declaration. 


And, Mr. Green made this comment: 


Through our acceptance of these prin- 
ciples, the area of controversy within the 
field of human relations in industry has been 
reduced and the field of agreement and 
understanding has been increased. It means 
the substitution of industrial democracy for 
autocratic control, and codperation for an- 
tiquated individual activities within the 
domain of labor-management activity. 

I feel confident that labor and manage- 
ment throughout the nation will subscribe 
and accept this code of principles whole- 
heartedly and without reservation. 

One of our chief objectives as reflected 
in this code of principles is to reduce con- 
flicts to a minimum. We may not be able 
to achieve perfection because we are not 
living in a perfect world, but we can, through 
the substitution of teamwork and codpera- 
tion, reduce industrial conflicts to the lowest 
possible point, and here we have, through 
these preliminary steps that have been taken, 
moved from a low level of conflict, of strife, 
and of bitterness, to a higher level of co- 
Operation and understanding and teamwork. 


DITORIAL comment and statements of 
leaders of industry and labor com- 
mend this action as a forward-looking 
step, one which should have the codpera- 
tion of all interests concerned. It has been 
spoken of as “a long and splendid step 
toward postwar prosperity,” and as a 
“constructive and heartening measure” 
that should be welcomed alike by the mil- 
lions of stockholders in both large and 
small business and by the millions of 

workers. 

—R. S.C. 





West’s Future, 


| arogtenigy: diversion of river water 
is seen as the key to the Pacific 
Northwest’s future in an article in the 
February issue of Fortune magazine, 
which is devoted wholly to the West coast. 
_This is brought out as one of the Pa- 
cific coast’s best prospects for the future 
development of both industry and agri- 
culture, after immediate postwar unem- 


Dams Linked 


ployment is presented as the area’s big- 
gest challenge in its history. The Fortune 
article stated: 


Compared to California, Oregon and 
Washington are still unsettled. Their com- 
bined population, even after absorption of 
thousands of war workers, is only about 3,- 
000,000, or less than the population of Los 
Angeles county. Yet their combined area 
is larger than that of all California, and 
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their natural resources are probably as great. 

Wheat is still the first crop in Oregon 
and Washington. They also supply a third 
of United States lumber, and although the 
greatest days of the industry may be past, 
the states will doubtless count lumber and 
its related products as their most important 
industry for several decades. 

But the large-scale diversion of river 
water is the key to the Pacific Northwest’s 
future. The Columbia river, potentially the 
nation’s greatest water-power source, has 
been dammed at Bonneville and at Grand 
Coulee, 

The $500,000,000 Grand Coulee dam, the 
world’s largest, will be part of the great- 
est irrigation-reclamation project ever at- 
tempted—one which would make some 1,- 
200,000 acres tillable. 

So despite the ephemeral shipyards at 
Portland and the overgrown plane factories 
in Seattle, despite the thousands who will be 


jobless immediately after the war, the Pa. 
cific Northwest does not despair. It looks 
forward to greater industrialization, more 
farms, more food processing. 

Western industry has a right to expect 
the elimination of every unfancied discrim- 
ination against its growth. It even has the 
right to expect vigorous assistance in the 
development of its resources. 


Fortune optimistically views the 
West’s chances for maintaining its infant 
steel industry and of eventually employ- 
ing in industry that part of its present 
industrial population which remains. The 
magazine points out that the West’s re- 
conversion is important to the whole 
United States because of the relation- 
ship new western industry will bear to 
the national economy. 





A Biography of the Missouri River 


VER since the late Constance Lindsay 
Skinner first conceived the idea of 
the Rivers of America series, the ram- 
paging Missouri has been a problem to 
the editors. It may be called one of flood 
control, for the lore of the river is so 
tremendous that it might easily have in- 
undated an irresolute chronicler. 

For a time it was thought probable 
that there should be two books about the 
Missouri, one dealing with its upper 
reaches in Montana and the Dakotas ; the 
other with its plunge through Iowa, Ne- 
braska, Kansas, and Missouri. Then, 
with a sigh of relief, the editors thought 
of Stanley Vestal and turned the for- 
midable task over to him. Like a worthy 
son of the sea god, Proteus (who had 
the power of assuming many different 
forms), Stanley Vestal has made his way 
the whole length of the Missouri from 
mouth to source, assuming as many dif- 
ferent interpretive rdles as the varied 
character of the Missouri required him 
to do. 

Stanley Vestal is the pseudonym of 
Professor Walter Campbell of the Uni- 
versity of Oklahoma. Indian studies have 
been a preoccupation with him all his life 
and he is'the author of a score of books 
having to do with various aspects of the 


history of the West. The Missouri 
threading its way through all this richly 
storied country gathers up many of the 
most important aspects of its develop- 
ment. Knowing that background int- 
mately, Stanley Vestal has been able to 
make his account of life along the Mis- 
souri serve as an epitome of the history 
of the whole region. That is so precisely 
what the books of the Rivers series are 
supposed to do that this must be regarded 
as one of the four or five most successful 
of all. 


HERE is a school of map makers 

which holds that from the point 
where the Missouri river joins the Mis- 
sissippi the name given to the merged 
waters should be Missouri. I mention this 
not because I subscribe in the least to that 
heresy against our own Father of Waters 
but simply to indicate that the Missouri 
is a very considerable stream. It should 
perhaps be accepted as twin brother to 
the Mississippi. 

If sober geographers have given the 
Missouri a place second in prestige to 
that of the Mississippi, it is because the 
Missouri has been a less useful river. It 
is difficult to navigate ; full of wild, mas- 
culine protest and caprice. It thrashes 
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“YOU’RE SELLING VACUUM CLEANERS?!!!—WHY DIDN’T YOU SAY SO 
BEFORE?!!!!” 


about restlessly in its bed and behaves 
frequently in a thoroughly undisciplined, 
though thoroughly interesting, way. 
Yet, despite its truculence, the Mis- 
souri has been made to serve. Its signifi- 
cance is of several different kinds as 
Stanley Vestal believes. It was the “high- 
way to the West” and the strategic base 
from which the West was won into our 
way of life. Further, it bisects our land, 
separating woodlands and prairies from 
the plains. Further still, it marks the real 
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beginning of the West, for the plains are 
not receptive to the institutions of the 
East. These, belonging to a more shel- 
tered way of life, wither and die in the 
robust atmosphere of trans-Missouri. 
Along so important a highway much 
must happen. The river banks of the Mis- 
souri have seen mighty feuds and battles, 
curious conflicts between opposing cul- 
tures, strange adaptations to necessity. 
Stanley Vestal has gathered up signifi- 
cant souvenirs of all these and com- 
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pressed them with a firm and assured 
hand into his book. 


.. away the authority of 
chronology, Mr. Vestal weaves 
backward and forward through time as 
he proceeds up the river from mouth to 
source. At Boonville, he remembers 
Daniel Boone who came out of 
“crowded” Kentucky to find “elbow 
room” and who brought with him both 
resolution and childlike goodness in 
abundant degree. At Independence, he 
relives a chapter in the lives of the then 
migratory Mormons, hated by their Mis- 
souri neighbors partly because of their 
holier-than-thou attitude and partly for 
their prosperity. At Kansas City he 
pauses to bow to the cultural achieve- 
ments of Nelson, founder of the Star, 
and of Count Basie of jazz fame. In Da- 
kota, he surveys the history of the abuse 
of the soil and the recent triumphs of 
Governor Moses, first, in making the land 
yield rich crops and, second, in persuad- 


ing the Army to help harvest them. So on 
into the mountain country where he turns 
to look back at the Indian wars, at Cus- 
ter’s Last Stand, and at the drama of the 
Blackfeet Indians. 

Nor are these all of the picturesque 
people that come plunging into the well- 
populated pageant. Jesse James is there, 
too, and “Wild Bill’? Hickock, and Saca- 
jawea, the “Bird Woman” who acted as 
guide to the expedition of Lewis and 
Clark. And to hold all these turbulent 
scenes together, Mr. Vestal has drawn 
upon his extensive resources of interpre- 
tive skill, his knowledge of the folklore 
of the whole region, his interest in the 
“wild Missouri’s” outburst of song and 
ribald humor. “Hi-ho! That rolling 
river,” the true sons of Missouri sing in 
one of their favorite ballads. Mr. Vestal’s 
account of its inexhaustible strenuosity 
seems abundantly to justify the blend of 
affection, admiration, and mild alarm that 
the line implies. 

—JAMEsS Gray 





Reclamation Engineers Plan Vast Projects— 


H ydro Power 


HE dozen far western states, in 

which the Bureau of Reclamation 
has chiefly carried on its work on an in- 
creasing scale as the years have passed, 
are regions of large but generally 
sparsely settled areas. Desert lands and 
valleys stretch for miles, in the midst of 
great mountain ranges, among them the 
highest in our country. Much of this dry 
land is suitable for intensive cultivation 
if supplied with water. 

Several important rivers have their 
sources in these mountain ranges—the 
Columbia, the Colorado, the Missouri, 
the Sacramento, and the Rio Grande. 
Each, with its tributaries, drains exten- 
sive watersheds, some with their head- 
waters rising in heights covered with per- 
petual snow. These great streams each 
year pour enormous quantities of water 
along their channels to the sea. 

It is on these and other western rivers 
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that the Reclamation engineers have con- 
structed many projects to make fertile 
the desert land which otherwise would be 
practically useless. Plans for further de- 
velopments, embracing projects on a vast 
scale, based upon extensive studies, and 
combining both irrigation works and hy- 
droelectric power, were outlined recently 
by Walker R. Young, chief engineer of 
the Reclamation Bureau, in an address 
before the Colorado Society of Engineers 
at Denver. 

Laying emphasis upon the complex 
problems which have to be solved, the 
speaker mentioned that in reclamation it 
is ever harder to find ways of conserving 
and conveying water—the vital resource 
—to the lands that need it for irrigation. 
He added that one of the complications 
thus arising is an extensive need for 
pumping; that water flowing by simple 
gravity from streams or reservoirs can- 
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not reach all the lands to be irrigated. will be 14 feet in diameter; and the dis- 
Consequently, among the 200 or more charge pipe, constructed of steel plate, 
projects studied for submission to Con- will be 12 feet in diameter, and for about 
gress, he said “there are many pumping _ two-thirds of its length of 700 feet will 
projects, in which water is carried over a _ be encased in concrete, within a tunnel 
hill, through a mountain range, or to the cut in rock. 


surface of a fertile plateau.” 


Something of the formidable problems 


Continuing, he stated: to be met, entailing extensive research 

_. when the aqueduct to supply the Los (carried out, the speaker said, at the hy- 
Angeles region with Colorado river water draulic laboratory of the California In- 
was planned, it seemed fantastic to pump stitute of Technology) on this undertak- 
the water more than a quarter-mile high, jing, js intlicated in the comparison be- 


whereas today it is no longer thought in any 
way abnormal, in the light of successful 


tween these 65,000-horsepower motors 


completion and operation of the project... . for the Coulee pumping units and the 
Pumping requirements involving far largest heretofore built. The latter were 
greater quantities of water, though lower the 12,000-horsepower motors installed 


heights of lift, are presented by the problem 
of supplying irrigation water to the Colum- 


as part of the units which pump water 


bia basin, for which a truly gigantic pump- from the Colorado river to the Los An- 
ing installation has been designed... . geles region for the system of the Metro- 
. The 10,000,000 acre-foot Columbia river politan Water District of Southern Cali- 


reservoir formed by Grand Coulee dam is 
intended, among other things, to supply 
water for the irrigation of a million acres of 
highly fertile land . . . on a plateau several 
hundred feet above the level of the Columbia 
river reservoir. ... In order to serve the full 
Columbia basin area it will be necessary to 
raise a huge flow of water, 20,000 cubic feet 
of water per second, through a lift ranging 
up to 365 feet.... 


fi Bei as an indication of the stu- 
pendous power requirements for 
such an undertaking, Mr. Young stated 
that nearly one million horsepower of 
electrical energy will be necessary to 
drive the pumps of unprecedented size 
which must be built to handle this water- 
lifting job. 

The pumping plant is to contain 12 
pumping units, and each of these units 
comprises a vertical-shaft centrifugal 
pump directly connected to a 65,000- 
horsepower synchronous motor running 
at 180 revolutions per minute. These 
pumps are to be operated in pairs, and 


fornia. 


Continuing, the speaker said that 


Pumping is only one of the items, how- 
ever, in the difficult problems of modern 
reclamation. The broad considerations which 
dominate the planning of all future reclama- 
tion development lead to a number of even 
larger problems. 

The primary consideration to be kept in 
view is that of complete development of a 
stream, not necessarily the consumption of 
all its water, but provision for the fullest 
service to all necessary and proper uses. 
These include municipal and domestic sup- 
ply, irrigation, navigation, power generation, 
silt storage, provision for fish and wildlife 
and recreation, preservation of residual flow 
sufficient to take care of sanitation and chan- 
nel maintenance, and the control of floods. It 
is true that flood control will usually be ob- 
tained as an incidental result of conservation 
storage, since one of the primary purposes 
of water conservation is to impound water 
that otherwise would go to waste in the 
form of floods.... 


ITH respect to power-generating 
facilities, Mr. Young stated that 


each pair will be supplied with power by complete development of a stream usually 
one 150,000-horsepower generating unit Tequires that they be built as an integral 
located in the left Grand Coulee power- Part of the works. He added: 


house. 

Referring to various technical details, 
Mr. Young noted, as illustrating the 
enormous size of these pumping units, 
that the pump impellers, a steel casting 
15 feet in diameter, will be mounted on 
a 40-inch shaft ; the intake or suction tube 
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... In many cases the requirements for pow- 
er, whether to pump water for irrigation or 
to serve commercial enterprises, lead to de- 
sign and construction problems fully as great 
as those of conservation and irrigation. 
There is a striking illustration of this con- 
dition in one of the projects currently under 
study by the Bureau of Reclamation, the 
Bridge Canyon project. 
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Until very recently the great dam built in 
Boulder Canyon: to control the Colorado 
was thought to represent the greatest effort 
in dam construction that would be required 
for many years to come. But when we in- 
vestigated the conditions necessary for full 
development of the river’s power at the next 
site upstream, which is at Bridge Canyon, 
120 miles from Boulder dam, we found that 
a dam of at least equal size may be required. 
Indeed, Bridge Canyon dam may be even 
larger than Boulder dam.... 


An innovation planned in the building 
of this great Bridge Canyon structure 
will be the placing of the power plant and 
transformer deck in a huge tunnel-like 
chamber inside the body of the dam it- 
self. This, it appears, is to be done both 
for the sake of greatest economy and for 
security against chance of damage from 
attack in modern aerial warfare. The pro- 
tection to be afforded is indicated by the 
magnitude of the concrete mass of this 
dam. Its height will be 748 feet above 
bedrock, its base thickness 680 feet, and 
the crest length 1,950 feet. 

As a unique feature of this project, 
one of general interest, Mr. Young men- 
tioned that 

. .. the present plans contemplate making 

this extremely inaccessible location a scenic 

viewpoint. A vista plaza is to be built at the 
rim of the canyon wall, more than 2,000 feet 
above the dam, and connection with the dam 
is to be made by either elevators or an 
equivalent device such as an inclined tram- 
way. The fact that the vertical travel dis- 
tance involved is twice as great as the height 
of the world’s tallest building, the Empire 

State building, may help you to realize the 

vastness of the entire undertaking. ... 


(ows Bridge Canyon dam, it appears, 
is only one of the group of struc- 
tures through which the Reclamation en- 
gineers expect to obtain complete con- 
servation and control of the Colorado, 
one of the four great rivers of the West. 
The speaker called attention to the fact 
that “its drainage area not only is the 
largest of the four but embraces the 
widest range of physical and climatic 
conditions . . . . the Colorado [basin] 
abounds in natural resources” and yet is 
the least developed area in the United 
States. Vast amounts of coal, phos- 
phates, oil shale, and metallic minerals 
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figure in its latent wealth. Water, how- 
ever, of necessity is the controlling as- 
set, and the completeness and efficiency 
of water use is bound to control the de- 
velopment of the basin. He continued: 
Inevitably, therefore, full development of 
the Colorado’s possibilities, from its head- 
waters in Wyoming and Colorado to its 
mouth below Yuma, has been one of the 
great objectives of reclamation investigation 
and planning. Years of study have been 
given to the problem, and many additional 
years of investigative work will be required. 
Generations are likely to pass before we can 
hope to approach the full development of the 
stream. It is already clear, however, that 
the development works will call for projects 
of unparalleled dimension and boldness. Be- 
fore the Colorado river is under full con- 
trol, both the main stream and the Green 
must be converted into an almost continuous 
series of lakes, extending from Flaming 
Gorge in Wyoming to the headwaters of Im- 
perial dam near the Mexican boundary. 


Then, to illustrate the nature and the 
size of the problems in utilizing the Colo- 
rado river in full measure, Mr. Young 
proceeded to outline the elements of what 
he termed a “remarkable project now un- 
der study.” This, he said, is known as 
the Central Arizona project, which will 
take water from one of the reservoirs 
along the river and carry it to the agricul- 
tural lands in the valleys of the Salt and 
Gila rivers in Arizona. This is cited as an 
instance where “the source of water and 
the lands to be irrigated are far apart, 
and the lands can be reached only by 
carrying the water halfway across the 
state of Arizona,” where “some 600,000 
acres of land are already under irriga- 
tion” in the central part of the state, “but 
the extent of the existing cultivation ex- 
ceeds the water supply in years of low 
run-off.” By bringing in water from the 
Colorado there would be ample supply 
for the lands now irrigated and another 
100,000 acres could be added to the culti- 
vated area. 


UTLINING to his audience certain 

major features of various alterna- 

tive plans which have been considered, 
Mr. Young said: 


Because of a divide that extends diagonal- 
ly across the central part of Arizona and 
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separates the Gila river basin from the val- 
leys of the Colorado and Little Colorado, 
any water brought in from the north would 
have to be carried through tunnels for much 
of the distance, passing through mountains 
6,000 to 12,000 feet high. An alternative to 
such tunnel conveyance is to take the supply 
from Havasu lake, the reservoir formed by 
Parker dam, and raise it over a divide by a 
1,000-foot pump lift. 

Water for this ambitious project could be 
diverted at different points along the river, 
making use of dams that are certain to be 
built in any event, such as Bridge Canyon 
or Marble Gorge—or else, as just stated, 
drawing from the Parker dam pool. A num- 
ber of alternative plans have been con- 
sidered, of which three are believed to war- 
rant fuller study. . .. These plans are the 
following : 

(1) Marble Gorge Plan—Water would be 
diverted at a high dam to be built in Marble 


CT THAT MUCH DAMAGES JUST FOR AN INJURED 
THUMB” 
“BUT THAT’S THE THUMB I KEEP MY HUSBAND UNDER!” 


Gorge, some 35 miles below Lees Ferry. 
Thence a tunnel of 3,000 second-feet 
capacity would extend for a distance of 139 
miles to the Verde river near Camp Verde. 
You may note that this tunnel would be ten 
times as long as the Alva B. Adams tunnel 
of the Colorado-Big Thompson project, and 
23 times as long as the Moffat tunnel. The 
water passing through the tunnel would be 
controlled by a series of dams on the Verde, 
for conservation and power development, 
and would ultimately reach the Salt river 
above Granite Reef diversion dam. 

(2) Bridge Canyon Plan — From the 
Bridge Canyon dam, which I discussed a 
few minutes ago, an 80-mile tunnel would 
pierce the high land to Big Sandy river, a 
tributary of the Williams river. From here 
a 270-mile canal would convey water to the 
Salt river. 

(3) Parker Pumping Plant — A pumping 
plant of 3,000 second-foot capacity would 
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lift water a height of 1,040 feet out of 
Havasu lake and deliver it to a canal ex- 
tending through an intermediate reservoir to 
Salt river. 

Thus, any of the plans mentioned would 
deliver Colorado river water to the Salt-Gila 
region at a point near Granite Reef dam, 
making it available at existing diversions 
along the two rivers and at the same time 
providing means of water exchange through 
which the higher lands along the Salt river 
could obtain irrigation supplies. . 


It is evident from the details presented 
by the chief engineer of the Bureau of 
Reclamation in this address that these 
far-reaching plans for conservation work 
on certain western rivers include the in- 
stallation of considerable hydroelectric 
power capacity. However, it is also ap- 
parent that where the projects embrace 
long-distance conveyances of water, re- 
quiring pumping and tunnels, substantial 
amounts of power to be generated may 
well be used directly on the projects 
themselves. On such projects it would be 
the surplus power only—whatever might 
remain above that used in operations— 
which would be available for sale for 
commercial uses. 


Nemes aspects of this phase of these 

extensive reclamation developments 
are to be noted in the speaker’s further 
remarks, bearing especially upon “the 
necessity of putting water to its best 
uses.” He said: 


A river that flows through narrow 
mountain valleys often gives little oppor- 
tunity for advantageous irrigation develop- 
ment, while beyond the mountains may lie 
large tracts of excellent agricultural lands 
in need of irrigation to produce crops. 
Where such conditions exist, large and cost- 
ly tunnel undertakings to carry the water 
through the mountains may justify con- 
sideration. Diversion projects of this kind 
are being planned at a number of points 
along the borders of the Colorado mountain 
region, and in every case they involve plan- 
ning of exceptional boldness, and large and 
costly construction works. I will refer 
briefly to three such projects, as further il- 
lustration of the increasing scope and diffi- 
culty of reclamation construction. 


Colorado-Big Thompson Project 

The Colorado-Big Thompson project is 
a typical example. ... Water of the Upper 
Colorado river is to be impounded in Gran- 
by reservoir, on the western slope, and sup- 
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plemented by water diverted from some 
small tributaries of the river. Pumps will 
lift the water from Granby reservoir into 
Shadow Mountain lake, built as an extension 
to the existing Grand lake. From the latter, 
water will be diverted through the Contin. 
ental Divide by way of the 13-mile Alva B, 
Adams tunnel to its east portal, a short dis- 
tance southwest of Estes park. Below this 
point a series of high-head power plants 
utilizing about 3,000 feet of head will de- 
velop the power of the water in falling from 
the tunnel outlet to the foothill reservoirs, 
which later will supply the lands of the 
Northern Colorado Water Conservancy Dis. 
trict in the valleys of the Poudre and Big 
Thompson rivers, St. Vrain creek, and the 
South Platte. Nearly all of the power thus 
generated will be available for commercial 
supply, as only a small amount is required 
for the pumping from Granby reservoir. 
The irrigation supply from the project will 
supplement the existing water supply of 
some 600,000 acres in the conservancy dis- 
trict. 

The magnitude of the problems presented 
by this project will be obvious to you. Com- 
pletion of the great tunnel (except for lin- 
ing, now interrupted by war man-power 
demands) means that one of the major prob- 
lems has been solved. It may be in order, 
however, to refer to the unusual questions 
presented by the pumping plant required for 
lifting water from Granby reservoir into 
Shadow Mountain lake. Here, as at Grand 
Coulee, the pumping lift will vary over a 
wide range—from a maximum of 184 feet 
in extremely dry years to a minimum of 90 
feet at full reservoir. One plan for dealing 
with this 94-foot fluctuation of lift is to 
build the pump house as a vertical shaft, 
with inlet floor 130 feet below ground. You 
may appreciate the magnitude of the earth 
and water pressures imposed on this struc- 
ture, and the exceptional nature of the re- 
quired design. 


Blue River Project 

You have, I am sure, heard almost as 
much of the Blue river project, and are 
aware of the fact that the motive for plan- 
ning it lies in the present full utilization of 
the South Platte waters. The Colorado-Big 
Thompson project will furnish supplemental 
water to the lower part of the South Platte 
valley, but there is a great need for addi- 
tional water in the upper valley. Diverting 
a supply from the Colorado river head- 
waters through the Continental Divide 
would make it possible to develop upwards 
of 250,000 acres of new land in the Denver 
area, as well as to provide supplemental 
water for some 350,000 acres already under 
cultivation. About two and a half billion 
kilowatt hours of energy per year could be 
generated during the conveyance of this 
water. 
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r. YOUNG then spoke of another 
diversion project, which he stated 
surpasses in magnitude both the Big 
Thompson and Blue river developments, 
the diversion of water from the Gunni- 
son river to the Upper Arkansas. He said 
that 
... The Gunnison supply could be supple- 
mented by water obtained from the Frying 
Pan and Crystal rivers, near Leadville. At 
Salida the water would enter an aqueduct 
and would be carried down the canyon of 
the Arkansas through a-series of power 
plants, to a storage and regulating reservoir 
above Pueblo. 

The additional supply thus brought to the 
Arkansas river would furnish supplemental 
water to some 300,000 acres of land now 
under irrigation and from 100,000 to 500,- 
000 acres of unirrigated land, depending on 
the plan of development adopted. It would 
also provide domestic water to Pueblo and 


other cities in the valley. The power de- 
veloped in the plants below Salida, which 
may reach 250,000,000,000 kilowatt hours per 
year, would be utilized mainly in the project 
area, 


This address of Mr. Young suggests 
the broad scope of activities of the Bu- 
reau of Reclamation, and the compre- 
hensive plans it has under way for far- 
reaching conservation developments 
along our western rivers. 

From the details given with respect to 
the three projects planned for the state 
of Colorado, it will be observed that there 
will be available substantial amounts of 
electric power, because of the prevalence 
of falling water, due in part to moun- 
tainous conditions, and also to the tap- 
ping of various sources of water supply. 





Postwar Export Markets 


Bie first detailed tabulated figures on 
imports and exports of foreign 
countries in trade with the United States 
to be released by the U. S. Department 
of Commerce since 1941 have just be- 
come available. The present data apply 
to Columbia, Central America, and indi- 
cate possibilities of a sizable “backlog” 
of demand, in postwar days, for products 
in the electrical field. 

The figures below, applying to certain 
items taken from the report referred to, 
show the contrast in imports by Colum- 
bia from this country, for the years 1938 
to 1941, inclusive, compared with the 
year 1942. It is obvious that the entry of 
the United States into the war precluded 
similar shipments in 1942 as in former 
years, due both to curtailment here of the 


for Electrical Apparatus 


manufacture of products for civilian use, 
and to the lack of shipping for export 
purposes to South and Central American 
countries. 

It would appear that when restrictions 
are removed on such exports from the 
United States, there should be awaiting 
a very real demand for a variety of elec- 
trical apparatus such as listed in the table. 
There must be a large amount of de- 
ferred maintenance requiring attention, 
as well as new construction in prospect, 
which should offer American manufac- 
turers a field for export. 

From time to time, as additional Com- 
merce Department data of interest to 
electrical manufacturers are made availa- 
ble upon other countries, they will be re- 
ported in these pages. 


& 


Quantity 
Commodity 


opper wire and cable 
(1,000 Ibs.) 
Generators, motors, and 
other electrical ap- 
paratus (tons) .... 
Passenger cars and 
busses (no.) 


Trucks (no.) 1,091 


1938 1939 1940 1941 
Wire (1,000 Ibs.) .... 13,710 22,001 25,252 21,348 


2,028 2,312 2,272 1,927 


2,614 3,348 3,244 3,237 


1,914 3,595 2,361 2,966 
5 727 1,016 
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Value ($000) 
1939 1940 1941 
811 1,066 989 


385 463 400 


1942 
189 


121 


1942 
3,086 


474 


1938 
597 


335 


1,263 


352 
263 


2,966 
1,944 
86 


3,684 


3,757 
1,580 


3,597 3,824 


2,437 3,177 426 
1,113 1,473 448 
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States’ Heads Oppose MVA 


— and representatives of 10 Mis- 
souri river valley states adopted a resolu- 
tion at Omaha, Nebraska, on April 5th oppos- 
ing creation of a Missouri Valley Authority. 
The committee said: 

“We do not approve the ‘authority’ measures 
which have heretofore been introduced in 
Congress, as we object to granting any agency 
unchecked authority to engage in private busi- 
ness, operate farms, remove hundreds of thou- 
sands of acres of land from the tax rolls, take 
over the administration of education and of 
local and state laws, and in general do the eco- 
nomic planning for the entire area.” 

The resolution, adopted after a session that 
lasted well into the night, urged “that every 
consideration of the administration of the fa- 
cilities resulting from the proposed develop- 
ment of the Missouri river basin recognize 
the rights of and grant representation to the 
people and the states affected.” 

This “states’ rights” section of the resolution 
was proposed by Governor Robert D. Blue of 
Iowa as a compromise after the committee 
had argued for several hours. Blue said his 
amendment, coupled with the statement on 
the committee’s opposition to granting any 
Federal agency unchecked authority, “leaves 
no doubt as to the opposition of the com- 
mittee to an MVA.” 

Only four governors attended the confer- 
ence, but all other chief executives of the 10- 
state area were represented. The governors 
were Blue and Griswold, Nebraska; Sam Ford, 
Montana; and M. Q. Sharpe, South Dakota. 
Other states in the area include Colorado, 
North Dakota, Kansas, Missouri, Wyoming, 
and Minnesota. 

Three Midwest water development groups 
were reported to be forming a united front 
in opposition to an MVA. The three groups— 
the National Reclamation Association, the 
Mississippi Valley Association, and the Mis- 
souri Valley Development Association— 
formed a joint organization at the Omaha 
meeting to oppose the MVA bill at a Senate 
Commerce Committee meeting in Washing- 
ton, D. C., late this month. 


SEC Member Appointed 


— J. Carrrey, New York regional ad- 
ministrator for the Securities and Ex- 
change Commission since 1938, was appointed 
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on April 6th by President Roosevelt as a 
member of the SEC, with headquarters in 
Philadelphia. He will succeed Robert H. 
O’Brien, who has resigned. 

Mr. Caffrey joined the SEC in 1936 as an 
attorney in the general counsel’s office. Soon 
thereafter he became administrator for the 
New England regional office at Boston. Prior 
to joining the SEC he had been with the Na- 
tional Recovery Administration. 

As regional administrator with offices in the 
New York financial district, Mr. Caffrey di- 
rected many of the commission’s most im- 
portant investigations. 

Mr. Caffrey, who is forty-seven years old, is 
a native of Boston. He was graduated from 
Harvard University in 1918 and from Suffolk 
Law School in 1923. 


To Join in FPC Probe 


HE Independent Natural Gas Association 

of America will participate in the Federal 
Power Commission’s scheduled investigation 
of natural gas, John A. Ferguson, executive 
director of the association in Washington, D. 
C., announced recently. 

Participation was authorized on March 3lst 
by the board of directors at a meeting in Tulsa, 
Oklahoma. Chairman Manly of the FPC was 
notified of this decision by wire. 

Meanwhile, FPC has postponed its gas probe 
from May Ist until “late summer or early au- 
tumn.” The reason given was that representa- 
tives of Kansas, Louisiana, and New Mexico 
conservation authorities advised FPC they 
needed more time to prepare their material on 
natural gas. 


Fight over Submerged Land 


A PROPERTY ownership controversy between 
state and Federal governments shaped up 
in Congress late last month. At issue was the 
question who owns the submerged beaches of 
the nation’s navigable lakes and rivers and 
oceans. For years state claims to such areas 
have been virtually undisputed. As a result 
the states are collecting millions of dollars a 
year in — from oil and other resources 
found there. 

The question was reopened recently when 
Representative Doyle, Democrat of California, 
reported that Interior Secretary Ickes in- 
formed him he would grant Federal leases 
soon on California coast lands. This prompted 
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more than twenty-five Congressmen, repre- 
senting all sections, to introduce identical bills 
affirming state rights to the property. 

They acknowledge the Federal government’s 
power to regulate commerce and navigation on 
the waters involved. But they contend the land 
underneath belongs to the states for at least 
three miles out and in some cases further. 

Leaders of the bipartisan group told a re- 
porter they had been assured early considera- 
tion of their proposal by the Senate and House 
Judiciary committees. They added they plan to 
press for speedy action. 

Doyle said that although California, Texas, 
and other large oil-prodticing states are af- 
fected particularly, “practically every state in 
the nation is vitally concerned.” 

Representative Rains, Democrat of Alabama, 
agreed. “We are not even producing oil on 
our Alabama beaches yet,” he said, “but we 
must act to protect our state from possible 
encroachment by the Federal government.” 

Doyle quoted Ickes that it is his duty to 
press the government’s claim to the lands in 
order to protect Federal rights. 


Urges Larger REA Growth 


preenate a greater demand for electrical 
service by farmers than has ever been seen, 
Secretary of Agriculture Claude Wickard 
urged Congress recently to speed up action 
which will authorize the financing of more 


rural electrification projects. 

hen the war ends and materials and 
equipment are again plentiful, Secretary Wick- 
ard said farmers will be able to electrify their 


farms. Instead of being satisfied with elec- 
tric lights, an electric iron, or an electric 
pump, he said, he is convinced there will be 
a great demand for many other types of 
equipment that are being developed. 

“T don’t think it’s at all unlikely that many 
farmers will be using electricity to dry and 
cure hay and other crops. Deep freeze units 
are going to be a necessary part of farm 
equipment,” Wickard said. 

To meet this demand for expansion for ru- 
ral electric service, Wickard told the Senate 
Agriculture Committee he would like to see 
$5,000,000 appropriated immediately for sur- 
veys and preparation plans for development 
for new REA districts. 

In addition to that, he asked that REA be 
given a credit authorization of $585,000,000 
for financing new projects during the next 
four years. 

Under terms of the proposal, $35,000,000 
would be made available the coming fiscal 
year, $150,000,000 for 1946, and $200,000,000 
for 1947 and 1948 each. 

Farmers receiving electric service, Wickard 
estimated, will spend at least an equivalent 
amount for equipment. 

Construction and equipment purchases, to- 
gether, he estimated, would involve a total of 
at least a billion and a quarter dollars. 
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Gets FPC Authority 


ve Panhandle Eastern Pipe Line Company 
was authorized by the Federal Power 
Commission recently to construct and operate 
facilities to increase its main line deliveries 
of natural gas in the Appalachian area by 
50,000,000 cubic feet daily. The construction, 
to be completed by next November Ist, will 
cost $8,325,000. 

The increase in the company’s capacity has 
been urged by the War Production Board in 
order to meet the need for additional natural 
gas for war production and essential civilian 
purposes in the Appalachian area—Ohio, In- 
diana, Kentucky, Pennsylvania, West Virginia, 
Virginia, Maryland, the District of Columbia, 
and New York. 

During last winter, a shortage of natural 
gas in this area resulted in curtailment of 
war production and WPB said “it is abso- 
lutely essential to increase the capacity of pipe 
lines into the Appalachian area before the be- 
ginning of the winter of 1945-46 in order to 
prevent a much more serious and prolonged in- 
terruption of war production at that time.” 

Panhandle will use the increased capacity 
principally to supply the Ohio Fuel Gas Com- 
pany at two existing pipe-line interconnec- 
tions, one near Maumee, Ohio, the other at the 
Ohio-Indiana state line east of Muncie, In- 
diana. Of the 50,000,000 cubic feet daily in- 
crease, 25,000,000 cubic feet a day are to be 
delivered for twenty years and the other 25,- 
000,000 are to be delivered for five years from 
the date of first delivery. Ohio Fuel is an oper- 
ating subsidiary of Columbia Gas & Electric 
Corporation. 

In authorizing the construction, the FPC 
stipulated that the facilities are not to be used 
for either the transportation or sale of natural 
gas, subject to the jurisdiction of the FPC, to 
any new customers of Panhandle without spe- 
cific prior authorization, and that Panhandle 
is not to terminate any service rendered by 
the facilities to Ohio Fuel Gas without first 
obtaining commission approval. 


Supreme Court Upholds FPC 


HE U.S. Supreme Court on April 2nd up- 

held in the main Federal Power Commis- 
sion orders substantially reducing interstate 
wholesale gas rates of four companies serving 
wide midcontinent areas. 

Justice Douglas delivered the three opinions 
which affected the Panhandle Eastern Pipe 
Line Company, Colorado Interstate Gas Com- 
pany, Canadian River Gas Company, and 
Colorado-Wyoming Gas Company. 

Douglas held in effect that the rates as af- 
firmed are just and reasonable. He adhered 
to a principle previously stated by the court 
that the result obtained is the controlling fac- 
tor, and not the method of property valuation 
used to arrive at gas charges. 

Panhandle, whose system extends from 
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Texas, Oklahoma, and Kansas to Michigan, 
was allowed a 64 per cent return which the 
court said would permit earnings of $4,363,- 
925 annually after operating expenses. Detroit 
and Wayne county, Michigan, had contended 
that Panhandle’ s rates to a distributing com- 
pany in Michigan were unreasonable. 

The other eight justices concurred in the 
Douglas decision, but Chief Justice Stone and 
Justices Reed, Roberts, and Frankfurter did 
so solely because the company failed to enter 
certain objections before the commission itself 
in asking rehearing. 

The decision in the Colorado Interstate 
Case means the company must cut off $2,- 
065,000 annually i in charges to companies dis- 
tributing in Colorado and Wyoming. The 
court divided, 7 to 2, Roberts and Reed dis- 
senting in part. 

Canadian River must reduce charges by 
$561,000 a year to the Colorado Interstate and 
Clayton Gas Company. The opinion was di- 
vided, 5 to 4, with Stone, Roberts, Reed, and 
Frankfurter dissenting on the theory the com- 
mission, in its rate fixing, considered certain 
= values excluded by the Natural Gas 


The court affirmed $98,000 of the $119,000 
reduction ordered for the Colorado- Wyoming 
Company, but reversed judgment as to the re- 
mainder and remanded it to the commission. 
The company purchases from Colorado Inter- 
state and resells in northern Colorado and 
southern Wyoming. 

Justice Jackson wrote a special opinion em- 
phasizing again his contentions that the ‘ ‘en- 
tire rate-basing method should be rejected in 
pricing natural gas.” He said “farsighted 
gas rate regulation” would “use price as a tool 
to bring goods to market.” 


Potomac Dam Plan Opposed 


a farmers and property owners of 
Maryland, Virginia, West Virginia, and 
the District of Columbia, more than 1,000 
strong, reinforced by a congressional delega- 
tion from the three states, went to the In- 
terior Department on April 3rd to attack pro- 
posals by the Army Board of Engineers to 
build a series of power and flood-control proj- 
ects along the Potomac river. 

Leaders of the opposition at the public 
hearing to a program which they said would 
flood and lay waste the rich farm area of 
the river valley were Senators Harry F. Byrd 
of Virginia, Chapman Revercomb of West 
Virginia, and George L. Radcliffe of Maryland, 
and Representatives Jennings Randolph of 
West Virginia and A. Willis Robertson and 
Howard W. Smith of Virginia. Senator Mil- 
lard E. Tydings and Representative J. Glenn 
Beall, both of Maryland, endorsed the oppo- 
sition in absentia. 

Senator Byrd set the keynote for the pro- 
tests by declaring: 

“All the people of Virginia want is to be 


left alone and the right to work and produce 
food. Unlike farmers in other sections of the 
country, they are not asking for any subsi- 
dies or government help. I cannot conceive 
of anything more unjust than this proposed 
project.” 

Admitting that most of the benefits from the 
proposed 14 dams would be the production of 
power, he pointed out that the area was at 
present engaged in one of the greatest war pro- 
duction loads in the country without feeling 
any shortage of power. Destruction of many 


historic sites, “a people’s most valuable posses- 


sion,” would also result from the project, he 
added. 

Representative Robertson asserted that 28,- 
000 acres of land would be inundated if the 
project were carried out, and added: 

“This is a 100 per cent power project for a 
community that does not need power. I chal- 
lenge the legal and moral right of the Fed- 
eral government to condemn private property 
so that the government can produce power in 
competition with private industry.” 


Asks Extension of Time 
Exemption 


HE Bonneville Power Administration re- 

cently requested the Office of War Utilities 
to extend the Pacific Northwest’s exemption 
from the WPB dim-out order through Oc- 
tober, 1945. Present exemption from the or- 
der extends through July. 

Request for the 3-month extension was based 
on a review of Pacific Northwest power loads 
and resources which indicates that the Bon- 
neville-Grand Coulee power system will have 
sufficient surplus energy available under criti- 
cal water conditions, after meeting its own 
loads, to carry the deficiencies of other utili- 
ties in the region for the period extending 
through October. 

Bonneville’s request for continued exemp- 
tion from the dim-out order for the Pacific 
Northwest was made particularly on behalf 
of the smaller agencies which are not members 
of the Northwest power pool, including mu- 
nicipalities, rural electric codperatives, and 
public utility districts. 


Addition to Gas Line Cleared 


fhe United States Fifth Circuit Court of 
Appeals at New Orleans on March 3lst 
cleared the way for resumption of construc- 
tion of additions to the natural gas pipe line 
serving Memphis, Tennessee, which will nearly 
double the amount of gas available in that city 
when cold weather returns again. 

The state of Louisiana had obtained an in- 
junction from the court last fall, which halted 
construction. 

Major Thomas H. Allen, president of the 
Memphis Light, Gas & Water Commission, 
which distributes the gas, hailed the decision 
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as an assurance of adequate gas for next win- 
ter. Memphis Natural Gas Company owns 
and operates the pipe line. 

P. F. Frye, chairman of the Louisiana Natu- 
ral Gas Conservation Committee, said the case 
probably would be appealed to the U. S. Su- 
preme Court. A high court test was expected 
but the important thing to Memphis officials 
was the ending of the temporary injunction 
which -had blocked contractors. 

Justice Joseph C. Hutcheson wrote the 
opinion for the 3-man court in which it was 
held that Louisiana had not met the require- 
ments of the Natural Gas Act in showing that 
the case should be transferred to the courts. 

The opinion added that the court found 
“that the record amply supports the commis- 
sion’s finding both that there was a public 
need to be served and that the applicant for 
the certificates (the gas company) showed it- 
self adequately equipped to perform it.” 


Bristol to Acquire Utility 


CQUISITION of electric distribution facilities 

of the East Tennessee Light & Power 
Company for operation of a municipal power 
system under contract with the Tennessee Val- 
ley Authority will cost the two cities of Bris- 
tol, in Virginia and Tennessee, a total of $2,- 
153,000 for purchase of their portion of the 
utility properties, TVA officials disclosed in 
meetings recently with the two local govern- 
ing bodies. 

It was revealed that the cost to Bristol, Ten- 
nessee, would be $1,105,000 and to Bristol, Vir- 
ginia, $1,048,000. The plan of ownership rec- 
ommended by TVA envisions two separate sys- 
tems for the two Bristols, separately owned 
and operated. 

The proposition placed before the Tennes- 
see board of mayor and commissioners con- 
templated furnishing of power by the city to 
all customers in Sullivan county now being 
served by ETLSP down to but not including 
Piney Flats, the Tri-City Airport area, and 


thirty-three customers now being served in the 
Holston valley district who live across the 
state line in Virginia. 

Recommendations made to Virginia’s coun- 
cilmen included provisions for service from 
the city for consumers in Washington county 
extending to Mendota, Wallace, Wyndale, and 
Cleveland. 

Over-all purchase price for distribution, 
transmission, and generating facilities of 
ETL&P will be approximately $8,750,000, ac- 
cording to G. A. Wessenaur, TVA power 
manager. 


Veteran Transit Official Dies 


Being BLAINE WALKER, first secretary of 
the New York State Transit Commission 
and historian of the New York transit system, 
died at a convalescent home in White Plains 
last month. He was eighty years old, and had 
made his home in New York city. 

A former newspaperman, Mr. Walker was 
secretary of the commission from 1921, when 
it was created, until he retired in 1934. His 
twenty-six years in public service began in 
1908 after Governor Charles Evans Hughes 
appointed him assistant secretary of the state 
public service commission for the first dis- 
trict. He was secretary of this commission 
from 1916 to 1921 

Mr. Walker becanie interested in transit 
problems while he was a newspaperman in 
New York. In 1901 he joined the staff of 
The Daily News, later moving to The New 
York Herald and The Evening Telegram, 
where part of his assignment was covering the 
rapid transit commission. The period included 
the building of the first subway in New York, 
its opening in 1904, and its first years of op- 
eration. 

Mr. Walker was consulted nationally as a 
transit expert after he retired from his post 
with the state transit commission. He wrote 
many articles on the subject for magazines and 
newspapers. 


Alabama 


Commercial Rates Cut 


TS state public service commission on 
April 4th announced a reduction in com- 
mercial rates of the Birmingham Electric 
Company, which it estimated would save cus- 
tomers approximately $100,000 a year. 

In an order signed by President Gordon 
Persons and. Commissioner W. C. Harrison, 
the commission, in an Associated Press story 
from Montgomery, said the reduction resulted 
from several months of conferences and that 
it would become effective with all bills due on 
or after April 9th. 

General commercial service consumers using 
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more than 180 kilowatts a month would be af- 
fected by the savings, the order said, and all 
commercial customers on rate GS would be 
transferred to rate GS-1, the new classifica- 
tion. 

The new rate structure is as follows: 

For the first 180 kilowatt hours, 34 cents per 
kilowatt hour; for the next 1,620 kilowatt 
hours, 2% cents; and for all additional, 
14 cents per kilowatt hour. 

The commission said the rate reduction or- 
der was a continuation of a case initiated about 
a year ago, at which time the regulatory body 
ordered the elimination of the 10 per cent ex- 
tra charge for bills not paid within ten days. 
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Arkansas 


FPC to Seek Dismissal 


Morn to dismiss a suit filed by the Arkan- 
sas Power & Light Company against the 
Federal Power Commission and the former 
state public utilities commission in Washing- 
ton, D. C., district court has been filed by the 
FPC, Charles C. Wine, chairman of the state 
public service commission, was notified last 
month. 

In its motion, the FPC asked that the suit, in 
which the Arkansas commission has filed a 
cross-claim, be dismissed for the following 
reasons: 

That provisions of the Federal Power Act 
for review of the FPC’s orders in U. S. Cir- 
cuit Court of Appeals are exclusive; that no 
claim is stated upon which action taken is pro- 
cedural and interlocutory and not subject to ju- 
dicial review; that the AP&L and the state 
commission have not exhausted administra- 
tive remedies and are not entitled to judicial 
review; that no claim is stated upon which 
release can be granted since the FPC ac- 


counting authority with respect to public utili- 
ties, including the AP&L, is not affected by 
any accounting requirements prescribed un- 
der state law. 

Mr. Wine said that the state commission 
expected the FPC to take this action in the 
case and that an answer to the motion to dis- 
miss would be filed by the department. 

The AP&L filed its suit in January asking 
that a special 3-member court be set up, to 
determine whether the state or the Federal 
commission has jurisdiction over certain pri- 
mary books of account of the company. In 
its cross-claim, the state agency contended 
that jurisdiction rests with the state regula- 
tory commission instead of the Federal. Prior 
to the filing of the suit, the FPC had ordered 
AP&L to appear at a hearing to show cause 
why it should not make certain adjustments 
in its accounts. 

The state commission contended the matter 
already had been adjudicated by an investiga- 
tion of the company’s rate base conducted last 
year. 


California 


New Valley Plan Urged 


A gnerenesing Congressmen are being asked to 
sponsor a bill setting up a Central Valley 
Authority to administer the big Central Val- 
ley water project. It was recently reported the 
bill was being taken around to members of 
the California House delegation by George 
Sehlmeyer, master of the California state 
grange. 

His draft would provide for an authority 
under supervision of the Department of the 
Interior, leaving the state a certain measure 
of control. 

One person to whom he showed it was Rep- 
resentative Leroy Johnson, Republican, who 
has himself introduced a measure to allow 
California to buy part of the project. Johnson, 
however, tended to prefer his own bill under 
which the state would buy the irrigation and 
power facilities of the Federal project on a 40- 
year instalment plan. 

Representative Clair Engle, Democrat, was 
not enthusiastic about sponsoring the bill. 
“My people are the ones who already have 
the water the valley people need,” he said. “I 
want to be in a position to judge these things 
objectively rather than fathering them.” 

Johnson’s bill has been referred to the Com- 
mittee on Irrigation and Reclamation, of which 
Representative George Miller, Democrat of 
California, is a member. Under that bill, the 
state would achieve autonomy over such parts 
of the project as it purchased. 

The proposed bill contains a provision that 


its material be submitted to the speaker of 
the House in resolution form. If it is not ob- 
jected to within four months, it is regarded as 
having passed the House. 

Our late President on April 2nd signed a 
bill appropriating $112,450,940 for War De- 
partment civil functions, but said he did so re- 
luctantly because it included funds for proj- 
ects in California’s Central Valley area. He 
said such projects ought to be handled by the 
Interior Department’s Bureau of Reclamation. 
He proposed, he said in a statement, to recom- 
mend to Congress soon legislation transferring 
jurisdiction over all Central Valley develop- 
ments to the Reclamation Bureau. 

Roosevelt said the bill, which includes funds 
for flood control and river and harbor im- 
provements, would supply money to the Army 
Engineer Corps for work in the Kings and 
Kern rivers and tributaries. 

Provision of funds for plans for their con- 
struction by Army Engineers, the chief exec- 
utive declared, “may affect adversely existing 
Federal reclamation work in the Central Val: 
ley area.” It has a tendency, he said, to un- 
dermine an established policy, which seeks, 
through reclamation projects, to create farm 
homes while providing reimbursement of costs 
to the fullest extent practicable. 

Roosevelt said he was convinced Congress 
would realize that all projects in the Central 
Valley area were interrelated units in a sin- 
gle scheme of Federal reclamation. Construc- 
tion and operation of some by Army Engi- 
neers and some by the Reclamation Bureau, 
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he said, “leads to conflicts of policy and ju- 
risdiction and to operating difficulties—adding 
up to an administrative headache—and result- 
ing in depriving not only California but the 


nation of ultimate benefits which should be de- 
rived from vast expenditure of public funds 
in connection with Central Valley reclama- 
tion plan.” 


Colorado 


Ruling on Gas Funds Asked 


HE question of how the approximately $6,- 

000,000 impounded with the Tenth Federal 
Circuit Court of Appeals in the Denver gas 
rate case should be disbursed in event a re- 
hearing is denied was placed before the United 
States Supreme Court recently by City Attor- 
ney Lindsey and his assistanf, Thomas H. Gib- 
son. In a brief prepared by Lindsey and Gibson, 
the city asked the Supreme Court to rule that 
approximately one-half of the impounded 
funds should be turned over to it for redis- 
tribution to gas consumers. 

The brief said attorneys for the Colorado 
Interstate Gas Company contend the impound- 
ed funds should be turned over to distributing 
companies which buy gas from the Colorado 
Interstate pipe line, to be disposed of by the 
distributing companies as local rate regula- 
tory bodies may determine. 

The distributing company for Denver is the 
Public Service Company of Colorado, and the 


city, either through the voters or the city 
council, is the local rate regulatory body. 


Move to Get REA Bill on Floor 
Fails 


FIERCELY fought, last-ditch effort to get 

the so-called REA bill out of committee 
for discussion on the floor failed by one vote 
on April 4th in the Colorado senate. Vote 
on the measure, which would change the tax 
base for 19 rural electric codperatives, was 
16 to 17. 

Senator Frank P. Conroy, Republican of 
Idaho Springs, took the floor for the first time 
during the session to champion the right to 
debate the bill on the floor. He was supported 
by Senators Edgar W. Bray, Republican of 
Redvale, and Neal D. Bishop, Democrat of 
Denver. Senator Robert G. Bosworth, Repub- 
lican of Denver, and Senator Walter L. Bain, 
Republican of Greeley, opposed the measure. 


Connecticut 


Fuel Clause Ruling Clarified 


N examination of the decision of the Con- 
necticut commission with reference to the 
application of the fuel adjustment clause indi- 
cates that there may be misunderstanding of 
the purport of the decision because of the 
wording of the news item on this case con- 
tained in the March 29th issue of PusLic 
UtititiEs ForTNIGHTLY at page 459. There it 
was stated that “companies” were authorized 
until further order to use steam-generated 
kilowatt hours rather than total kilowatt 
hours in the calculation of fuel adjustment 
rates. In fact the decision is limited to the fuel 
clause of the Connecticut Light & Power Com- 
pany. 
That company had, prior to commission ap- 
proval of a uniform fuel adjustment clause, 
used steam-generated kilowatt hours rather 


than total kilowatt hours in its formula. The 
commission granted an exception for this par- 
ticular company as a means of cushioning 
the transition from its old fuel adjustment 
clause to the new clause. 

This concession, made on the basis of cir- 
cumstances peculiar to the company, was made 
subject to the condition that specific permis- 
sion must be obtained to use steam-generated 
kilowatt hours at such time as the company ap- 
plies a fuel adjustment clause to customers 
not presently paying such a surcharge, or at 
such time as the company increases the basic 
rates paid by customers to whom a fuel ad- 
justment clause presently applies. 

Re Proposed Uniform Fuel Clause for Rate 
Schedules of Electric Utility Companies 
(Docket No. 7417) 57 PUR(NS) 250, appear- 
ing in the back part of this issue of Pusiic 
Utiities ForTNIGHTLY. 


Illinois 


City Loses Suit 


SE of a definite article instead of an in- 
definite one cost the city of Chicago over 
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$8,500,000 on March 29th in its suit against the 
Peoples Gas Light & Coke Company. 

The city sued the gas company for $8,591,- 
660, representing a 10-year arrearage plus in- 
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terest in a 5 per cent tax on sales of natural 
gas, as provided in a franchise ordinance. 

The company argued that the ordinance read 
“the 5 per cent tax” and said this particular- 
ized the statement as referring back to a 


franchise expiring shortly after the one pres- 
ently in effect, whereas use of an “a” would 
have had a generalizing effect. 

County Circuit Judge Paul Jones accepted 


the company’s position. 


Indiana 


Commission Posts Filled 


Co Ralph F. Gates on April 2nd ap- 
pointed a new member and named the 
chairman of the state public service commis- 
sion. Lawrence E, Carlson, Huntington at- 
torney, is the new member of the commission. 
Leroy E. Yoder, Goshen, will become chair- 
man of the commission. 

Mr. Carlson, a former member of the Indi- 
ana senate and house of representatives, was 
sworn in immediately by Judge Martin J. 
O’Malley, Huntington, chief justice of the 


state supreme court, his former law partner, 

County attorney of Huntington county, Mr. 
Carlson also is Republican county chairman, 
He is former prosecuting attorney of Hunt- 
ington county. He was born in Chicago, but 
with the exception of two years in Sweden 
has spent most of his life in Huntington. 

Mr. Yoder recently was appointed to the 
commission. Lawrence W. Cannon, Michigan 
City, a Democrat, is the minority member. 

Mr. Carlson succeeded Roscoe P. Freeman 
on the commission. Mr. Freeman has been 
named state budget director. 


lowa 


State Senate Hits MVA Plan 


[ow senators early this month approved a 
resolution asking for development of the 
Missouri river valley without a Missouri Val- 
ley Authority similar to the Federal agency 
created for the Tennessee valley. 

Although resolutions seldom cause much 
talk in the state legislature, this one was re- 
ported to have raised discussion of federaliza- 
tion and states’ rights, Republican party policy, 
and the position of the power trust. 


The states’ rights question was launched in 
an opening speech for the resolution by A. D. 
Clem, Republican of Sioux City. Clem said a 
Missouri Valley Authority modeled on TVA 
would subject the rights of the residents and 
the rights of the states in that area to the 
wishes of three men to be appointed by the 
President. 

The first opposition to the MVA resolution 
came froma Republican, Ross Mowry of New- 
ton, who said he was “not in favor of all this 
talk about states’ rights.” 


Massachusetts 


Cooperative Plan Filed 


AN effort is being made in Massachusetts 
to enact legislation which would make it 
unnecessary to secure the authorization of the 
state department of public utilities to form 
cooperatives for the purpose of engaging in 
rural electrification, it was learned recently. 

The bill providing for the organization of co- 
Operatives was presented by the legislative 
counsel of Governor Maurice J. Tobin and was 
understood to have the support of the Rural 
Electrification Administration. The measure 
would provide that five or more residents of 
the commonwealth may associate themselves 
as a cooperative membership corporation with- 
out capital stock for the purpose of supplying 
electric energy to persons in rural areas who 
are not receiving central station service and 
for promoting and extending the use thereof 
without profit to itself. 


With several minor exceptions relating to 
the manner of constructing lines and to exer- 
cising the power of eminent domain, any cor- 
poration organized under the proposal would 
not be subject to the state department of pub- 
lic utilities. The department turned down a 
proposal for the operation of an REA coopera- 
tive in western Massachusetts in 1937. 

Privately owned utilities were said to be at- 
tacking the proposal which has now been pre- 
sented to the legislative committee, pointing 
to their plans for completion of the rural elec- 
trification job in the state. These plans were 
described as complete, awaiting only the re- 
lease of materials which are now needed in the 
war effort. 

Under the measure presented to the legis- 
lative committee any corporation organize 
under it would be empowered to generate, 
manufacture, purchase, and transmit electric 
energy and to distribute it to its members, to 
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governmental agencies and political subdivi- 
sions, and to others not in excess of 10 per 
cent of the number of its members. It could 
also finance the wiring of premises and the 
acquisition of appliances as well as the con- 
struction and operation of cold storage or 
processing plants. The directors would have 


the power, without authority from the mem- 
bers, to mortgage the codperatives’ assets to 
secure any indebtedness to a Federal agency. 
No member of the corporation would be liable 
or responsible for any of its debts. 

Rural electrification has covered 86 per cent 
of Massachusetts farms. 


Michigan 


Bill Fixes Penalty 


|B genseagy that the public interest is para- 
mount, Representative Lewis G. Christ- 
man, of Ann Arbor, on March 27th introduced 
a bill to fix felony punishment for any person 
who interrupts or prevents the transmission 
of electric current to the public. 

“This bill doesn’t prohibit strikes, but it does 
guard against interruption of electric current 
to the public,” Christman said. 

Christman said the Saginaw valley power 
strike several years ago and recent threats of 


eg strikes prompted him to introduce the 
ill. 

“Tf power should be cut off to a hospital, 
it might destroy serums in a refrigerator,” he 
said. “Power cut off in the winter might stop 
oil burners and other heating equipment in 
homes. There is no justification for any such 
happening.” 

Christman’s bill provides that any person 
who intentionally cuts off electric current, ex- 
cept to protect person or property, will be 
subject to a fine of $500 to $5,000, one to five 
years in prison, or both. 


Missouri 


SEC Orders Divestment 


HE Securities and Exchange Commission 

this month ordered North American Com- 
pany to divest itself of the St. Louis County 
Gas Company subsidiary, which operates in 
St. Louis county, Missouri. 

The commission previously had ordered 
North American to limit its electric company 
system to the Union Electric Company of 
Missouri subsidiary and to operating units 
controlled by the latter. North American had 
requested permission to retain the properties 
of County Gas, since they are “located entirely 
within territory served by Union.” 

This request was denied by the commission 
on the ground that it is highly unrealistic to 
expect vital competition to exist between gas 
and electric services when both are controlled 
by the same interests since “it is the inevitable 
tendency of the joint control to favor that busi- 
ness in which it is most interested and which 
is most profitable.” The commission cited not 
only its own precedents but also the decisions 
of state regulatory commissions which have 
criticized joint ownership of electric and gas 
utilities with resulting detriment to the gas in- 
dustry. 

In issuing its order the SEC rejected North 
American’s contention that substantial savings 
accrue from control of the gas property and 
described these tax savings as a minor consid- 
eration where a question arises whether natu- 
rally competitive utilities should be permitted 
to remain under common control. 

The commission pointed out that County 
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Gas and Laclede Gas Light serve gas in con- 
tiguous territory. Acquisition by Union of 
the electric properties operated by Laclede 
Power & Light Company (an affiliate of La- 
clede Gas) has been approved and should soon 
be completed. The integration of the gas prop- 
erties of Laclede Gas and County Gas through 
acquisition of County Gas by Laclede has long 
been envisioned by the Missouri commission 
and others as an essential part of the program 
to rationalize utility ownership in the territory. 
Should such integration take place, resulting 
economies as foreseen by the Missouri com- 
mission would have to be considered as off- 
sets to North American’s estimates. 


Straight Natural Gas Planned 


se distribution of straight natural gas in 
St. Louis by Laclede Gas Light Company, 
which now distributes a mixture of natural 
and manufactured gas, will be one of the first 
major postwar projects undertaken, a special 
committee of the board of aldermen concluded 
in its report submitted to the board recently. 

Among those who testified before the com- 
mittee were Ben C. Comfort, president of the 
Mississippi River Fuel Corporation, which 
supplies natural gas to Laclede for mixing 
with manufactured gas, and L. W. Childress, 
president of Laclede. 

Comfort told the aldermen his concern had 
the line capacity and the reserves to furnish 
St. Louis, after the war, with all the natural 
gas it would require at a price to be fixed by 
the Federal Power Commission. 
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Nebraska 


Governor Explains Stand 


"Papen Dwight Griswold, who previous- 
ly served notice he would veto any meas- 
ure to repeal or substantially modify LB 204, 
providing for a people’s power commission for 
the Omaha area and barring public power dis- 
tricts from that field, in a recent letter to all 
members of the state legislature detailed the 
reasons for his position. 

The governor indicated that he frowned on 
the transaction whereby the Omaha Electric 
Committee, Inc., a “nonprofit” corporation, ac- 
quired the property of the Nebraska Power 
Company. He said that he believed the people 
of Omaha were dissatisfied with the transac- 
tion and that the “only way we can bring 
unity” is to permit the people’s power com- 
mission to function. 

Only by retention of LB 204, said Governor 
Griswold, will the people have an opportunity 
to vote on the price to be paid for the power 
property. Senator C. Petrus Peterson had in- 
troduced two bills, LB 139 and LB 297. 

“Tt is the hope of those who made the ‘non- 
profit’ deal,” the governor added, “that under 
LB 297 their deal can be legalized and com- 
pleted, including the payment of $530,000 to 
Mr. (Guy) Myers and $300,000 to certain 
financing firms—all this without giving the 
people an opportunity to vote upon it.” 

The governor’s letter directed attention of 
the senators to legislation passed at the 1940 
special session intended to do away with “se- 
cret dealings” in public power district financing 
and paying too high prices by districts for 
properties of private power companies. 

Governor Griswold was critical of the Pe- 


terson legislation which had been presented to 
the members as an alternate plan to the re- 
tention of LB 204, providing for creation of a 
15-member board of directors for a_ public 
power agency to be created under senate file 
310. The letter said “six of the members of 
that board are seemingly to be named by the 
people who have made the ‘nonprofit’ deal, 
with the other nine being named by the gov- 
ernor.” Under the Peterson proposal, the goy- 
ernor pointed out, the people would not have 
an opportunity to vote on a purchase price. He 
urged the members to study the two plans. 


City Enters Power Suit 


HE city of Omaha last month entered a 

Federal court suit of preferred stockhold- 
ers of Nebraska Power Company seeking to 
invalidate the sale of the company’s common 
stock to Omaha Electric Committee, Inc. 

An answer and cross-complaint to the suit 
of George S. Wright of Council Bluffs, Iowa, 
and other preferred stockholders was filed by 
City Solicitor G. H. Seig. 

In a separate action in the same case, At- 
torney Seymour L. Smith filed motions that 
the case be dismissed on grounds that the Fed- 
eral court is without jurisdiction over nonresi- 
dent defendants in the Wright suit. 

The city’s petition agreed with the preferred 
stockholders that the sale was invalid, should 
be canceled, and the Nebraska Power Company 
restored to its former status, but disagreed 
with the contention of the preferred stock- 
holders that cancellation of the Nebraska 
Power Company’s franchise would be unjust 
and inequitable. 


New Jersey 


Utility Board Member Named 


Eyeing Walter E. Edge on April 3rd sent 
to the state senate the appointment of 
Representative D. Lane Powers, Trenton Re- 
publican, as a member of the state board of 
public utility commissioners. The position pays 
$12,000 a year for six years. Confirmation by 
the Republican-controlled senate was assured. 

Mr. Powers, who represents the 4th New 
Jersey district, comprising Mercer and Bur- 


lington counties, will succeed Crawford Jamie- 
son, Trenton Democrat. 

State Senator C. Wesley Armstrong, Re- 
publican of Mercer, who was to work for con- 
firmation of the appointment, said he would 
sponsor legislation enabling Mr. Powers to ac- 
cept the state job and at the same time carry 
on his duties in Congress. He explained that 
Mr. Powers had assured him he would forego 
the state salary if permitted to remain in Con- 
gress. 


i 
New York 


Utility Tax Bill Signed 


co Dewey on April 5th signed the 
Stephens bill continuing for another year 


APR. 26, 1945 


the power of cities to impose a one per cent 
tax on gross incomes of public utilities. 

Since 1937 laws have been passed each year 
to continue the tax by the cities. 
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Commission Determines Cost 


HE state public service commission last 
month announced details of a final deter- 
mination of original cost, depreciation, and 
rates to be adhered to by Staten Island Edison 
Corporation, at the conclusion of what Milo 
R. Maltbie, chairman, described as “perhaps the 
most comprehensive single proceeding” to come 
before the commission in the last fifteen years. 
The commission decreed that properties of 


the company formerly carried on its books at 
$16,773,418 should be valued at $12,621,545; 
that depreciation existing in the properties 
totaled $5,975,797, against present depreciation 
reserves of $2,941,866; and that the company’s 
rate base, all things considered, should be cut 
to $6,870,000. 

The rate base stipulation followed a reduc- 
tion in company rates ordered in 1943, and re- 
duced the base to a figure approximately $60,- 
000 lower than that set in the earlier order. 


Pennsylvania 


Peoples Gas Buys Utility 


HE Peoples Natural Gas Company has 
entered into a contract with the Penn- 
sylvania Electric Company in Johnstown for 
the purchase of the local natural gas utility, 
E. M. Borger, president of Peoples, announced 
recently. The price will be approximately $1,- 
200,000. 
The Johnstown gas utility serves about 18,- 


500 customers in Johnstown and surrounding 
boroughs and townships. 

Mr. Borger said completion of the sale is 
subject to approval by the state public utility 
commission and the Securities and Exchange 
Commission, but it was hoped that the trans- 
action would be completed by June 30th. The 
purchase will be financed through the issuance 
of common stock to the parent company of 
Peoples, Consolidated Natural Gas. 


Tennessee 


Gas Contract OK’d 


HE Knoxville city council authorized City 
Manager George Dempster to sign a sup- 
plementary contract with the owners of the 
Knoxville Gas Company and extended closing 
date for the city’s purchase of the gas firm un- 
til June Ist, in a called session on March 29th. 
The supplementary contract reiterated in 
slightly altered language the fact that the city 
will assume all liabilities and debts of Knox- 
ville Gas Company when it assumes owner- 
ship of the firm. It stated in substance the same 
provisions which the liability clauses of the 
original contract set forth. 

City Law Director James P. Brown, who 
presented the supplementary contract to coun- 
cil, told the body he did not know “why they 
want us to sign another contract, but I recom- 
mend that we do it.” 

Motion to sign the second contract passed 
unanimously. 


Extension of the purchase date from April 
1st to June Ist was made necessary after a 
group of citizens brought an alternate writ of 
mandamus against the city ordering a referen- 
dum on purchase of the $450,000 gas company, 
or rescindment of the resolution which author- 
ized the purchase. The suit was appealed to the 
state supreme court. 

The city will appeal to the supreme court 
for hearing of the case earlier than the Sep- 
tember. session, when it would regularly be 
heard, Dempster told the council. An appeal 
for excusal of the penalty of one-half of 
one per cent of the purchase price, which the 
purchase contract requires the city to pay 
since it delayed closure of the deal, will 
also be made to the supreme court, council 
learned. 

The purchase contract provides that one-half 
per cent be paid “out of the earnings of the 
company” by whichever party to the sale causes 
delay of the deal’s consummation. 


Washington 


Votes Acquisition 


OMMISSIONERS of Stevens County Public 
Utility District No. 1 have voted to pro- 
ceed with acquisition by condemnation of prop- 
erties of the Washington Water Power Com- 
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pany in that county, Walter D. Smith, Che- 
welah, president of the commission, announced. 

W. S. McRea, Tacoma, was named as engi- 
neer to survey power company properties in 
the district, including the transmission and dis- 
tribution system. 
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The Latest 
Utility Rulings 


Federal Commission Lacks Authority over 
Intrastate Electric Company 


JUDGMENT of the United States 

Court of Appeals [52 PUR(NS) 
216] upholding an order of the Federal 
Power Commission, asserting jurisdic- 
tion over accounting by an intrastate 
electric company [44 PUR(NS) 170], 
was reversed by the Supreme Court with 
instructions to remand for further pro- 
ceedings. The court of appeals and the 
commission, it was held, had miscon- 
strued the statutory provision exempting 
intrastate companies which are subject 
to regulation by a state commission. 

This company served customers in 
Connecticut only and owned no utility 
property outside of that state. Prior to 
the effective date of the Federal Power 
Act it rearranged its operations with in- 
tent to cut every connection and discon- 
tinue every facility which would render 
it subject to Federal control. It had been 
a member of an interstate power pool 
which interchanged energy. The com- 
mission said that it had not cut all con- 
nections, but it had divested itself of 
all but one connection prior to the entry 
of the commission order. 

The one remaining connection is with 
the Connecticut Power Company, from 
which current generated outside the state 
is received at a point inside the state. The 
Supreme Court did not undertake to 
pass upon a contention that even if 
present facilities did not constitute a suf- 
ficient basis for Federal jurisdiction, the 
operation of facilities since abandoned 
subjected the company to accounting re- 
quirements for the period up to the time 
of abandonment. 

The court, in Jersey Central Power 
& Light Co. v. Federal Power Com- 
mission (1943) 319 US 61, 87 L ed 
1258, 48 PUR(NS) 129, 63 S Ct 953, 
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had ruled that a company generating 
electricity in New Jersey and selling it 
to another company which transmitted 
some of it across the New York line was 
subject to regulation. The court in the 
present case ruled, however, that the 
lower court in using that decision as a 
ground for its holding had misap- 
prehended the Supreme Court holding. 
The court said in part: 

We held that the “primary purpose” of 
the 1935 amendments to the Power Act was 
to give the Power Commission control of 
sales of energy across state lines which had 
been held to be beyond the control of the 
state of export in Public Utilities Commis- 
sion v. Attleboro Steam & Electric Co. 
(1927) 273 US 83, 71 L ed 549, PUR1927B 
348, 47 S Ct 294. Here, however, the Federal 
authority to fix the sale price of the energy 
coming from Massachusetts in interstate 
commerce attaches and presumably has been 
or at least may be exercised pursuant to the 
Jersey Central holding before the energy 
reaches this company. What petitioner does 
or fails to do is only after the incidence of 
Federal regulation and can in no way frus- 
trate it. 

The legislative history of the act was 
cited to show a congressional intent to 
exclude regulation of intrastate distribu- 
tion. 

The policy declaration that Federal 
regulation is to extend only to those 
matters which are not subject to state 
regulation was said to be of great gener- 
ality which could not nullify a clear and 
specific grant of jurisdiction. But, said 
the court, such a declaration is relevant 
and entitled to respect as a guide in 
resolving any ambiguity or indefiniteness 
in specfic provisions which purport to 
carry out its intent. 

It did not seem important to the court 
whether out-of-state energy gets into 
local distribution facilities. They may 
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carry no energy except extrastate energy 
and still be exempt under the act. The 
test is whether they are local distribu- 
tion facilities. 

Since the ruling below had been based 
upon a misapprehension of the law, the 
case was remanded for further findings. 
It was said that nothing except explicit 


JUDGMENT of the supreme court 

of California upholding a rate re- 
duction order of the California com- 
mission was affirmed by the Supreme 
Court in a decision overruling conten- 
tions that due process had been denied. 
During the litigation the company had 
sold its properties to the city of San 
Francisco, but the case was saved from 
being moot because a decision was neces- 
sary to determine whether the company 
was entitled to impounded fares. 

The commission had concluded that 
a 6-cent fare would sufficiently stimulate 
traffic to leave, after operating expenses, 
approximately a 6 per cent return on 
a rate base of $7,950,000. This was the 
figure at which the company had offered 
to sell its properties. The commission 
considered this rate to be experimental 
and kept the proceeding open for further 
orders. 

A contention that the company had 
been denied a fair hearing because of 
inadequacy of notice that its rates were 
under attack was held to be without 
foundation. The commission had insti- 
tuted the proceedings with a statement 
that public interest demanded an inquiry 
into the reasonableness of rates as well 
as the sufficiency and adequacy of serv- 
ice. The record was replete with evi- 
dence that would have no bearing on 
questions of service except as fares were 
involved. 

The company complained that it had 
no notice that the commission was re- 
ceiving evidence of its sale offer for use 
as a rate base. The court said that 
nothing appeared to mislead or entrap 
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findings excluding the grounds of state 
control would give assurance that the 
bounds of Federal jurisdiction had been 
accurately understood and fully respected 
and that state power had been consider- 
ately and deliberately overlapped. Con- 
necticut Light & Power Co. v. Federal 
Power Commission. 


e 


No Denial of Due Process in Street 
Railway Rate Case 


the company or to lull it into a sense of 
security. 

It seemed simply to have assumed 
that no explanation of the offer was 
necessary. Surprise, said the court, is 
not necessarily want of due process. 

Contentions that the order was based 
on the commission’s speculation and 
conjecture as to stimulation of traffic and 
other matters were overruled. The court 
said: 

We cannot say that it is a denial of due 
process for a commission so experienced as 
the record shows this commission to have 
been with the affairs of this particular ap- 
pellant to draw inferences as to the probable 


effect on traffic of a given rate decrease on 
such a record as we have here. 


The commission had taken figures 
from the company’s monthly reports to 
supplement earlier figures. No conten- 
tion was made that the information was 
erroneous or was misunderstood by the 
commission. It did not appear that the 
company was prejudiced. Due process, 
said the court, deals with matters of sub- 
stance and is not to be trivialized by 
formal objections that have no substan- 
tial bearing on the ultimate rights of 
parties. The process of keeping informed 
as to regulated utilities is a continuous 
matter with commissions. 

The company urged that the order 
was based in part on the so-called “value 
of service” theory, but the court said 
that the question whether a confiscatory 
rate can be justified because service is 
bad can only be reached when the court 
finds a prescribed rate to be confiscatory. 
As the court did not find the rate to be 
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such, it did not need to pronounce upon 
the abstract doctrine as to the validity 
of the “value of service” theory. 

The fact that reproduction cost was 
not used to find the rate base did not 
seem important, since, as stated by the 
court, 

Apart from familiar objections to the re- 
production cost method, no responsible per- 
son would think of reproducing the present 
plant, consisting in substantial part of cable 
cars and obsolete equipment. 


Investment and securities, said the 
court, did not afford a practical or 
possible rate base. The company did not 
suggest that allowance of any rate would 


earn a return upon them. The company 
was obviously up against a law of dimin- 
ishing return. It had recognized that this 
form of transportation could be pre- 
served only by codperation between man- 
agement and public and the most en- 
lightened efforts to make the service at- 
tractive to patrons. Due process, said 
the court, has been applied to prevent 
governmental destruction of existing 
economic value, but it cannot be applied 
to insure values or to restore values that 
have been lost by the operation of eco- 
nomic forces. Market Street Railway 
Co. v. California Railroad Commission 
et al. 


e 


State May Invoke Original Jurisdiction 
Of Supreme Court in Antitrust Case 


MOTION by the state of Georgia for 

leave to file a bill of complaint 
seeking to invoke the original jurisdic- 
tion of the Supreme Court under Art 
III, § 2, of the Constitution, has been 
granted. Defendants are some twenty 
railroad companies. The essence of the 
complaint is a charge of conspiracy 
among the defendants in restraint of 
trade and commerce among the states, 
based on fixing arbitrary and noncom- 
petitive rates. 

The state of Georgia sued in her 
capacity as a quasi sovereign or as agent 
and protector of her people against a 
continuing wrong done to them, and also 
in her capacity as a proprietor to redress 
wrongs suffered by the state as the owner 
of a railroad and as the owner and 
operator of various institutions of the 
state. The court held that the bill set 
forth a justiciable controversy. 

The fact that the United States might 
bring criminal prosecutions or suits for 
injunction under the Antitrust Law 
does not, according to the court, mean 
that Georgia may not maintain such a 
suit. The state, suing for her own 
injuries, is a “person” within the mean- 
ing of § 16 of the Clayton Act, but is not 
confined to suits designed to protect only 
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her proprietary interests. The court said: 


The rights which Georgia asserts, parens 
patriae, are those arising from an alleged 
conspiracy of private persons whose price- 
fixing scheme, it is said, has injured the 
economy of Georgia. Those rights are of 
course based on Federal laws. . . . we find 
no indication that, when Congress fashioned 
those civil remedies, it restricted the states 
to suits to protect their proprietary interests. 
An argument that the complaint failed 

to state a cause of action was overruled. 
Although the state might not recover 
damages, this, it was said, did not dis- 
pose of the claim for relief by way of 
injunction. 

It was said to be clear that a suit could 
not be maintained in the Supreme Court 
to review, annul, or set aside an order 
of the Interstate Commerce Commission. 
Congress has prescribed a method for 
obtaining that relief. Nevertheless, the 
court continued: 

The relief which Georgia seeks is not a 
matter subject to the jurisdiction of the com- 
mission. Georgia in this proceeding is not 
seeking an injunction against the continuance 
of any tariff; nor does she seek to have any 
tariff provision canceled. She merely asks 
that the alleged rate-fixing combination and 
conspiracy among the defendant carriers be 
enjoined. As we shall see, that is a matter 
over which the commission has no jurisdic- 
tion, 
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Although agreement among carriers is 
provided in the establishment of joint 
rates, the court said it would be a per- 
version of the applicable sections to hold 
that they legalize a rate-fixing combina- 
tion of the character alleged to exist. The 
collaboration contemplated in the fixing 
of through and joint rates is of a restric- 
tive nature. The court added: 

It is sufficient here to note that we find no 
warrant in the Interstate Commerce Act and 
the Sherman Act for saying that the author- 
ity to fix joint through rates clothes with 
legality a conspiracy to discriminate against 
a state or a region, to use coercion in the 


N application by the city of Spring- 

field for approval of its acquisition 
of properties of the Springfield Gas & 
Electric Company was approved by the 
Missouri commission, Commissioner 
Wilson dissenting. The application was 
for an order authorizing the city immedi- 
ately to acquire all the common stock of 
the company, to cause the corporation to 
be dissolved and liquidated, and its net 
assets and properties to be conveyed, 
transferred, and distributed to the city as 
the holder of all the common stock, and 
permitting the corporation to cease op- 
eration as a public utility. 

A representative of a taxpayers’ 
league, while favoring the proposal, 
pointed out that consumers had contrib- 
uted the depreciation reserve, which 
should be under the authority of the 
commission, it was said, until it be found 
out whether or not it should revert to 
the ratepayers. The commission dis- 
posed of this contention with the state- 
ment: 

_ Their idea that any part of the deprecia- 

tion reserve, although contributed by the 

customers, belongs to such customers, is 
contrary to the law as expressed by our su- 
preme court in State ex rel. Empire Dist. 

Electric Co. v. Public Service Commission 

(1936) 339 Mo 1188, 16 PUR(NS) 437, 100 

SW(2d) 509. 


A protest filed on ‘behalf of preferred 
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fixing of rates, or to put in the hands of a 
combination of carriers a veto power over 
rates proposed by a single carrier. 


Two of the defendants claimed to be 
citizens of Georgia, but the court said 
they were not indispensable parties; in a 
suit to enjoin a conspiracy, not all the 
conspirators are necessary parties de- 
fendant. In view of the location of the 
other defendants in various districts, the 
court did not think it should exercise its 
discretion by remitting Georgia to the 
district courts. Georgia v. Pennsylvania 
Railroad Co. et al. 


e 
Transfer of Utility Property to City 


Authorized by Commission 


stockholders called attention to a statu- 
tory provision that no corporation can 
sell its property, where such sale is not 
made in the regular course of business, 
except upon adoption of a resolution by 
the board of directors and submission to 
the vote of “shareholders” entitled to 
vote. 

Attention was also called to the fact 
that preferred stock was redeemable only 
at the call price of $115 a share instead 
of the liquidating price of $100 per share. 
It was charged that the city and Federal 
Light & Traction Company, the owner 
of the Springfield Company stock, in- 
tended to retire the stock at the liquidat- 
ing price of $100. Many of the stock- 
holders, it was said, had paid as high as 
$112 a share for their stock. 

The city stated that in making the 
settlement with Federal it intended to 
withhold the price of $115 a share but 
would leave the question of whether the 
price of $115 or $100 a share was the 
applicable price for future determina- 
tion. The legal right of the city to use this 
method of acquiring the property, said 
the commission, had been adjudicated, 
determined, and approved by the su- 
preme court of Missouri in City of 
Springfield v. Monday, Case No. 39356 
(not yet officially reported). 

The articles of agreement of the 
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Springfield Company provide that pre- 
ferred stock may be redeemed in whole 
or in part on any date fixed for the pay- 
ment of dividends at a redemption price 
of $115 a share, and, in the event of a 
dissolution, litigation, or winding up of 
the corporation, whether voluntary or 
involuntary, the redemption rate for re- 
tirement of stock is $100 a share. 

Common stock is given exclusive vot- 
ing power, and preferred stock has no 
right to vote unless there is a default in 
dividends. No such default had been 
shown. The commission said it thus ap- 
peared that these preferred stockholders 
were not entitled to vote upon the ques- 
tion of the sale of the property and were 
not under the protection vouchsafed to 
“shareholders.” 

The question of public interest, said 
the commission, is involved in the retire- 
ment of the preferred stock. In the usual 
sale of public utility properties the par- 
ties involved are utilities and the liquida- 
tion of outstanding securities of the 
vendor is treated as a call in the manner 
provided in the securities outstanding. 
The supreme court in the Springfield 
Case mentioned had pointed out that the 
dissolution and liquidation of the com- 
pany was the method by which the title 


to the property might be transferred 
from the Springfield Company to the 
city. 

The commission continued : 

Since the dissolution and liquidation is to 
be used as a means of the transfer of the 
property it is not a normal dissolution and 
liquidation as the term is ordinarily used, 
In this case due to the peculiar circumstances 
resulting from a sale of a utility corpora- 
tion to a municipality it is necessary that the 
corporation be dissolved and to this extent 
we are of the opinion that a dissolution 
which may result is not a dissolution as this 
term is generally used, and for that reason 
we are of the opinion that the preferred 
stockholders should receive for their stock 
$115 per share which is the call price, and 
our order will be so conditioned. 


Moreover, the commission held, under 
the facts and circumstances in the case 
the city of Springfield could lawfully own 
and operate that part of the properties 
located outside the city limits so long as 
it operates the entire gas and electric 
properties primarily for the purpose of 
supplying electricity and gas for its own 
needs and the needs of its inhabitants and 
is incidentally selling its surplus to non- 
residents without impairing the useful- 
ness of its properties for the primary 
purpose. Re City of Springfield (Case 
No. 10,614). 


e 


Other Important Rulings 


HE supreme court of Wyoming held 

that a statute granting a governing 
body of a municipality power to create a 
board of public utilities and to appoint 
officers thereof is invalid where it places 
the board beyond the control of the gov- 
erning body of the city, especially where 
the board has indirect control of the reg- 
ular city authorities by virtue of its statu- 
tory power to compel them to pass ordi- 
nances which it may desire, to compel 
them to commence condemnation pro- 
ceedings, and to submit to the people the 
question of issuing bonds. Stewart v. 
oe (1944) — Wyo —, 154 P(2d) 
SoD. 


The Illinois commission, in denying 
authority to substitute custodian service 
at a railroad station, held that proof re- 
lating to losses at the station during the 
past year was not sufficient justification, 
particularly where because of a shortage 
of cars the year was unusual and truck 
haulings were required; and the com- 
mission further held that such substitu- 
tion was not justified because of wartime 
man-power shortage where a part-time 
employee could be obtained, and if the 
station were closed, additional driving 
by automobile would result. “Re Chicago, 
Burlington & Quincy Railroad Co. (No. 
32585). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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RE THE MONTANA POWER CO. 


FEDERAL POWER COMMISSION 


Re The Montana Power Company 


Opinion No. 120, Docket No. IT-5825 
February 13, 1945 


| era under § 301(a) of the Federal Power Act with 
respect to reclassification of accounts of a power company; 
accounting entries prescribed. 


Accounting, § 32 — Creation of cost — Transaction between affiliates. 
1. No increase in actual legitimate cost of public utility properties can re- 
sult from a transaction in which the transferor and the transferee in sub- 
stance and effect, although not in form, are one and the same, p. 198. 


Accounting, § 32 — Property acquisition — Affiliated interest — Costs of 
predecessor companies. 
2. Costs to a power company can be no more than the aggregate of costs 
to predecessor companies, where the power company came into being as 
the culmination of reorganizations and mergers of predecessor companies 
by exchange of securities, with ownership and direction remaining sub- 
stantially the same, p. 202. 


Accounting, § 32 — Cost of consolidated properties — Evidence of value — 
A ffiliates. 

3. Evidence of value is wholly immaterial in the determination of cost of 
properties of affiliated interests consolidated under the ownership of a power 
company, where costs to the predecessor companies are determinable from 
their books and records, p. 202. 

Accounting, § 32 — Acquisition cost — Transaction with officer. 
4. A transaction whereby a power company, by an exchange of stock, 
acquired from its president (who had been director and largest stockholder 
in its predecessor) a part interest in a company to be merged could not 
result in an increase in actual legitimate cost of the public utility property, 
although there was negotiation, jockeying for position, and bargaining with 
respect to the relative positions of respective interests, p. 207. 


Apportionment, § 51 — Cost of water power and townsite stock. 

5. Cost of acquisition of stock of a company owning current items, real 
estate lots, and power sites was allocated on the books of a power company 
by deducting current assets and securities, as well as the book cost of prop- 
erties included at full cost in other plant accounts, and allocating the remain- 
ing assets, in order to ascertain the cost of power sites, on the basis of 
respective book cost, where the Commission had the choice of using re- 
corded book figures or book figures purged of a write-up in the power 
sites, p. 214. 


Accounting, § 56 —- Write-ups — Transactions with affiliates. 
6. A write-up in accounts of a power company resulting from transactions 
between affiliates should be classified in Account 107, Electric Plant Ad- 
justments, p. 215. 
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Accounting, § 24.1 — Profits in intercompany fees. 
7. The amount of fees paid to an affiliated construction company should 
be classified in Account 107, Electric Plant Adjustments, as associated 
company profit, where a power company fails to show that this is not a 
cost to the affiliate representing other than pure profit to that company, 
p. 218. 


Accounting, § 14 — Unrecorded retirements. 
8. An amount in capital accounts representing unrecorded retirements 
should be classified in Account 107, Electric Plant Adjustments, pending 
disposition to depreciation reserve, p. 218. 


Accounting, § 45 — Common utility plant adjustments. 
9. An amount paid for property acquisition in excess of actual legitimate 
cost and applying to several utility departments is properly classifiable in 
Account 108.17, Common Utility Plant Adjustments, p. 219. 


Accounting, § 56.1 — Revisions — Reinstatement of organization expense. 
10. An amount representing organization expense, originally charged to 
expense in accordance with sound principles and practices of accounting, 
should not be reinstated in plant accounts, p. 219. 


Accounting, § 31 — Unused property. 
11. The cost of a site which is not and has never been used in utility serv- 
ice should be classified in Account 110, Other Physical Property, in the 
— of evidence that the site is being held under a plan for future use, 
p. 220. 


Accounting, § 56 — Disposition of acquisition adjustments. 

12. Amounts classified in a power company’s accounts in Account 107, Elec- 
tric Plant Adjustments, and in Account 108.17, Common Utility Plant Ad- 
justments, representing write-ups, were required to be charged in part to 
capital surplus account, if one should be created for that purpose, with the 
condition that if the company should fail to create such a capital surplus 
the amount should be charged to earned surplus, while a part of the amount 
was required to be charged to earned surplus, with the result that this 
would leave an earned surplus of about two times the annual preferred 
dividend requirements, p. 222. 


Accounting, § 56 — Disposition of acquisition adjustments. 
13. An amount classified in Account 100.5, Electric Plant Acquisition Ad- 
justments, should not be kept in capital accounts indefinitely, without dimi- 
nution by amortization or otherwise, where the amount does not represent 
payment for tangible property now in service, p. 226. 


Accounting, § 48 — Power company — Reservation as to licensed projects. 


14. The Commission, in view of its duty under Part I of the Federal Power 
Act to determine the actual legitimate original cost of licensed projects, 
made an accounting reclassification order without prejudice to determina- 
tion of such cost with respect to any licensed projects, p. 227. : 


Accounting, § 6 — Uniform System of Accounts — Cost distinguished from value. 
Statement by Federal Power Commission that the Uniform System of Ac- 
counts prescribes accounting on a cost, as distinguished from a value, basis, 


p. 196. 
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RE THE MONTANA POWER CO. 


Accounting, § 48 — Electric utilities — Federal Power Commission. 


Description by Federal Power Commission of capital accounts in Unifwrm 
System of Accounts for electric companies, p. 196. 


(Man ty, Chairman, and Ops, Commissioner, concur in separate opinion.) 


By the Commission: This pro- 
ceeding arises under § 301(a) of the 
Federal Power Act, 16 USCA § 825 
(a), which authorizes the Commission 
to prescribe a Uniform System of Ac- 
counts for Public Utilities and Li- 
censees and, after notice and oppor- 
tunity for hearing, to order the ac- 
counting entries required thereby. 


Jurisdiction 


The Montana Power Company? 
owns and operates facilities for the 
transmission and sale at wholesale of 
electric energy in interstate commerce. 
These include transmission facilities 
extending across the Montana-Idaho 
state line to connect with the Washing- 
ton Water Power Company at Burke, 
Idaho, and similar facilities connecting 
with the Idaho Power Company at 
Monida, Montana (state line). By 
means of these facilities Montana Pow- 
er sells large quantities of energy at 
wholesale to the Washington Water 
Power Company and, through the 
Idaho Power Company, to the Utah 
Power & Light Company. Montana 
Power is, therefore, a public utility un- 
der the Federal Power Act, subject to 
all the requirements of the act and the 
aforesaid Uniform System of Ac- 
counts. It is also a licensee. It has 
not questioned the jurisdiction of the 
Commission. 


Uniform Accounting 


The accounting provisions of the 
Federal Power Act were enacted fol- 
lowing the reports of the Federal 
Trade Commission covering its com- 
prehensive investigation of the public 
utility industry pursuant to Senate 
Resolution No. 83, 70th Congress, Ist 
session.? These reports revealed that 
the assets of public utility holding and 
operating companies had been written 
up or inflated by approximately one 
and one-half billion dollars. The Fed- 
eral Trade Commission recommended 
that the Congress enact remedial legis- 
lation to restore “soundness and com- 
mon honesty in corporate and particu- 
larly in holding company affairs” and 
it also recommended that an appro- 
priate agency be given “power to make 
and enforce regulations as to uniform 
accounting.” 

A “Legal Survey on Use of Val- 
uation ‘Write-ups’ of Fixed Capital 
Assets as basis for Security Issues,” 
published as a part of the Federal 
Trade Commission report, emphasized 
that if these matters are “left entirely 
to the regulatory venture of the several 
states, it is more than doubtful that 
it will ever lead to the realization of 
the goal of effective regulation.” It 
concluded: “More specifically, this 
means the nation-wide jurisdiction of 
the Federal Congress must be promptly 





1Sometimes referred to hereinafter as 
Montana Power” or “the company,” or “re- 
spondent.” 


“ 


2It may be noted as an interesting coin- 
cidence that this resolution was introduced by 
the late Senator Thomas J. Walsh of the 
state of Montana. 
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invoked to regulate and to reinforce 
state regulations.” 

The legislative history of the ac- 
counting provisions of the act shows 
that this view prevailed. An attempt 
to limit the Federal accounting au- 
thority, by providing that “if, with 
respect to the method of keep- 
ing accounts, any person is 
subject to the law of any state or regu- 
lation by a state Commission, such 
person shall not be subject to the re- 
quirements (of the act) with respect 
to the same subject matter’ failed. 
Representative Lea, member of the 
House Committee on Interstate and 
Foreign Commerce which reported the 
bill, objected to this amendment on 
the ground that it “would largely 
destroy the usefulness of the Federal 
regulation this bill gives to the Federal 
Power Commission.” Hesaid: ‘The 
amendment would destroy 
effective control over the accounts 

of these utility companies. It 
would compel the Federal government 
to accept state valuations, made in 
some instances without adequate in- 
formation and sometimes in total dis- 
regard of the rights of the people of 
other states whose interests, rates, in- 
vestors, and consumers are involved.” 
(79 Cong. Rec. 10574-75).° 

In carrying out the accounting pro- 
visions of the act, the Commission has 
applied the principles, embodied in the 


Uniform System of Accounts, on a 
uniform basis to companies operating 
in a majority of the states in the 
Union. Asa result, half a billion dol- 
lars of inflation has been eliminated 
from the plant accounts of electric util- 
ities. In most cases this has been ac- 
complished with the cooperation of the 
state Commissions, most of which 
have adopted an almost precisely sim- 
ilar Uniform System of Accounts. 
As a result, underwriters, fiduciary in- 
stitutions, investors, and consumers 
throughout the country more and more 
can look at electric utility financial 
statements with confidence that they 
tell their story on a comparable basis. 


A Cost System 


The Uniform System of Accounts 
prescribes accounting on a “cost,” as 
distinguished from a “value,” basis. 
It provides two halance sheet accounts 
into which, after appropriate study, the 
amounts on the books associated with 
electric plant as of the effective date, 
are to be classified : 

100 Electric Plant 
107 Electric Plant Adjustments 

Account 100 includes the actual 
legitimate cost, i.e., bona fide invest- 
ment of public utilities in electric plant. 
This account, in turn, is subdivided 
into numerous subaccounts. In cer- 
tain of these the original cost of partic- 





3It may be noted that the state Commis- 
sions of Montana and Idaho were invited to 
participate in the Commission’s examination 
of the Montana Power Company’s books. 
The Idaho Commission made no response and 
the Montana Commission responded that it 
would be unable to participate because of lack 
of appropriations. The Montana Commission 
subsequently sat concurrently in the hearings 
and has rendered a decision based on valua- 
tions which are not countenanced by our Uni- 
form System of Accounts. 
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4Our System of Accounts was drafted in 
collaboration with representatives of state 
regulatory agencies. The National Associa- 
tion of Railroad and Utilities Commissioners 
adopted what, for all practical purposes, 1s 
the same system of accounts. These systems, 
with certain modifications in particular in- 
stances, are prescribed by thirty-five regula- 
tory Commissions. Moody’s Manual of Pub- 
lic Utilities, 1944, p. a46. 
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ular plant items (those for generating 
stations, transmission line, etc.) is to 
be stated. By original cost is meant 
the cost to the person first devoting 
the properties to public service. 
Where the accounting utility was the 
first to devote the property to public 
service, Original cost is the cost to 
it. Where the accounting utility has 
purchased an operating system at 
arm’s length for more or less than 
original cost, the difference is classi- 
fied in another subaccount to Account 
100, designated Account 100.5, Elec- 
tric Plant Acquisition Adjustments. 

Account 107 is designed especially 
to include all write-ups, inflation, 
“water,” and other fictitious amounts 
which have been injected into the 
books of accounts. This account was 
purposely made a balance sheet ac- 
count in order to inform those inter- 
ested as to the inflation in the accounts 
of a particular utility, pending disposi- 
tion of the amount thereof. 

By order of the Commission, the 
Uniform System of Accounts for Pub- 
lic Utilities and Licensees became ef- 
fective on January 1, 1937. The 
amounts in the books in respect to 
electric plant were classified in a tem- 
porary account pending a comprehen- 
sive study thereof. Utilities were al- 
lowed two years to make the neces- 
sary reclassification studies. 


Montana Proceedings 


Montana Power filed its first reclas- 
sification study on August 1, 1940. 
This study, among other things, clas- 
sified $17,816,067.95 as miscellaneous 
intangible plant; $5,519,561 as Elec- 
tric Plant Acquisition Adjustments; 
$13,660,000 as Other Investments; 
and $17,701,233.67 as hydraulic land 
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and land rights. The study did not 
meet the requirements of the Commis- 
sion’s general order of May 11, 1937, 
with respect to reclassification studies 
and, by letter dated October 3, 1940, 
the company was requested to explain 
the derivation of the above-mentioned 
items. No explanation was forthcom- 
ing. 

In 1941-1942 the staff of the Com- 
mission made a field investigation of 
Montana Power’s reclassification study 
and of its books, records, and docu- 
ments. Under date of December 15, 
1942, the staff submitted its report, 
a copy of which was transmitted to 
the company on February 5, 1943, with 
the request that it revise its studies 
to conform with the report and submit 
plans for the disposition of the 
amounts which the staff proposed 
should be reclassified in the adjust- 
ment accounts. 

On June 9, 1943, the company sub- 
mitted a “Reclassification of Electric 
Plant—Revised”’ which differed mate- 
rially from the report of the Com- 
mission’s staff, as well as from its own 
original study. The amounts men- 
tioned above, totaling more than $54,- 
000,000, were distributed on an en- 
tirely new basis. The $17,816,067.95 
classified as miscellaneous intangible 
plant vanished entirely. The $13,660,- 
000 classified as other investments also 
disappeared. Instead of these items, 
the amount classified as hydraulic land 
and land rights increased to $39,266,- 
245.54 and the Electric Plant Acquisi- 
tion Adjustment account increased to 
$14,144,405.63. The company also 
established $2,439,622.86 in Electric 
Plant Adjustment Account, as con- 
trasted with a credit amount of $3,- 
57 PUR(NS) 





FEDERAL POWER COMMISSION 


303,115.61 reported in that account 
in its earlier study. 

At this point it may be noted that 
the revised studies of the Commission 
staff and Montana Power agree al- 
most precisely on the total amount 
which should be classified in all 
the subaccounts representing physical 
property other than hydraulic land and 
land rights, the totals being $67,587,- 
674.82 and $67,245,345.38, respec- 
tively. This leaves a total of about 
$58,250,000 at issue, the proposed clas- 
sifications of which would be as fol- 
lows: 


Revised 
Company 
Report 


Revised 
Staff 
Report 


Classification 


Hydraulic land 
and land rights $4,430,322.00 $39,266,245.54 


Plant Acquisi- 


6,231,763.90  16,852,095.89 
47,553,548.95 2,439,622.86 
$58,215,634.85 $58,557,964.29 


After deducting the $4,430,322 
which the staff recommends for clas- 
sification in the hydraulic land and 
land rights account, there remains ap- 
proximately $53,785,000 for which the 
appropriate classification under the 
Uniform System of Accounts must be 
determined. 

On December 28, 1943, the Com- 
mission entered an order setting the 
matter down for hearing, at which the 
company was directed to show cause 
(1) why the Commission should not 
direct it to make certain revisions in 
its reclassification studies to conform 





with the recommendations contained in 
the staff report and (2) why the 
Commission should not direct the com- 
pany to dispose of the amounts pro- 
posed for classification in the adjust- 
ment accounts. By subsequent order, 
provision was made for the proceed- 
ings to be conducted as joint hearings 
with the Board of Railroad Commis- 
sioners of Montana, each Commission 
reserving the right to control its own 
record and make its own decisions.’ 

Hearings began on March 27, 1944, 
American Power & Light Company, 
owner of 99 per cent of Montana Pow- 
er Company’s common stock, and cer- 
tain groups of preferred stockholders 
had previously been permitted to inter- 
vene. The record consists of 5,747 
pages of oral testimony and 420 ex- 
hibits of which 399 were received in 
evidence before this Commission. All 
parties filed main and reply briefs and 
argued the issues orally before the two 
Commissions sitting concurrently en 
banc.® 


The Issues 


[1] In his oral argument counsel 
for Montana Power stated explicitly 
that there were “ only two principal or 
fundamental issues involved” in a de- 
termination whether the $47,000,000 
which the Commission’s staff had clas- 
sified in Account 107 was properly 
classifiable as a write-up in that ac- 
count. We agree with that statement. 
We would state those issues as fol- 
lows:” (1) Can there be an increase 





5 The Montana Commission did not adopt a 
system of accounts similar to ours until De- 
cember 17, 1942, after our field investigation 
of Montana Power studies had heen com- 
pleted. No members of its staff offered evi- 
dence in the proceedings. 

6 Counsel for the Montana Commission did 
not file any briefs nor present oral argument 
as to the matters at issue. 
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7 Counsel for Montana Power stated the 
issues in the following language: “(1) can 
a cost be established in a transaction which 
is not at arm’s length but which is based on 
the fair commercial value of the property at 
the time; and (2) were the sales by the Ryan 
group to The Montana Power Company in 
February of 1913 arm’s-length purchases by 
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in the actual legitimate cost of pub- 
lic utility properties in a transaction 
in which the transferor and the trans- 
feree, in substance and effect, but not 
in form, are one and the same; and 
(2) did the transaction whereby the 
John D. Ryan group exchanged stocks 
of Thompson Falls Power Company 
and Great Falls Water Power and 
Townsite Company for stocks of 
Montana Power result in an increase 
in the actual legitimate cost of the 
public utility properties? 

The first question is raised in con- 
nection with four successive consolida- 
tions, mergers, successions, or reor- 
ganization, culminating in the reor- 
ganization of December 12, 1912, 
through which Butte Electric & Power 
Company and its subsidiaries became 
The Montana Power Company. These 
transactions, in which plant accounts 
were increased by a total of approxi- 
mately $22,000,000, will be discussed 
under the heading of “The 1912 Reor- 
ganization.” 

The second question is raised by 
the exchange in 1913 of the stock of 
The Montana Power Company for the 
common stocks of the Great Falls 
Water Power & Townsite Company 
and the Thompson Falls Power Com- 
pany, constituting a pooling of the 
Ryan and Wetmore power interests in 
Montana. These stocks were carried 
as investments by Montana Power 
until 1929 when Thompson Falls Pow- 
er Company and Great Falls Power 
Company (a subsidiary of Great Falls 


Water Power & Townsite Company) 
were merged into Montana Power. 
These transactions, which resulted in 
increases in plant accounts totaling 
$24,000,000, will be discussed under 
the heading “Final Step in Consolida- 
tion of Montana Power Interests.” 
Montana Power answers both ques- 
tions in the affirmative. On the basis 


of our analysis of the record before 
us, and in accordance with the prin- 
ciples embodied in our previous deci- 
sions, we answer both questions in the 
negative and find a total of $46,891,- 
597.41 properly classifiable as write- 
ups in Accounts 107 and 108.17.8 


Wnite-ups Long Recognized by 
Montana Power 


The record shows beyond contradic- 
tion that for many years the officers 
of the company have recognized the 
existence of the inflation approximate- 
ly equal to the amounts found by the 
Commission’s staff and that they have 
given consideration to writing it off. 

A Montana Power Company Plant 
Valuation Statement as of December 
31, 1914, about two years after the 
completion of the pooling of Montana 
power interests into The Montana 
Power Company, showed Intangible 
Plant at $51,284,341.49 out of a total 
plant valuation of $81,223,018.13. Of 
the intangible total, $47,190,863.10 
was classified as “Water Rights, Con- 
tracts, Franchises, etc.” 

This was unquestionably based on 
a 1913 appraisal of the company’s 





The Montana Power Company which created 
a new cost?” 

8Write-ups common to two or more de- 
partments such as electric, gas, and water, are 
classified in Account 108.17. The System of 
Accounts provides that amounts relating to 
utility departments, other than electric, shall 
be classified in Account 108, Other Utility 
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Plant. Appropriate provision is made for 
subdividing the accounts and, accordingly, Ac- 
count 108.17, Common Plant Adjustments, is 
employed to show the adjustments of the na- 
ture described. What we say regarding 107 
amounts applies with equal force to 108.17 
amounts. 
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properties, including its subsidiaries, 
by William J. Hagenah, which dis- 
closed a difference of approximately 
$47,000,000 between the appraisal 
figures and the amount shown on the 
books. Since that time, in order to 
reconcile the amounts recorded on the 
books with the Hagenah valuation, 
this difference of $47,000,000 has gen- 
erally been referred to as “intangibles.” 

In 1935, Mr. J. R. Thomas, treas- 
urer of the company, wrote R. M. 
Boykin, an Operating Sponsor of 
Ebasco Services, a service company 
of the Electric Bond and Share hold- 
ing company group, as follows: 

“Earlier in the year you asked sev- 
eral of us to give some thought to the 
matter of writing down our Property 
Account to bring it in line with the 
value of our property used and useful 
in the service of the public, in order 
that there might be a closer agree- 
ment between rate base, tax base, and 
book figures. At that time I suggested 
that one approach to the solution might 
reasonably be through the common 
capital stock account by reducing it, 
by transfer to Capital Surplus by the 
amounts by which the Property Ac- 
count had been arbitrarily increased in 
the past by mergers, acquisitions, etc. 
The same unallowable amounts would 
then be transferred from Property Ac- 
count against Capital Surplus.” 

The following year, in connection 
with the refunding of a large issue of 
bonds, Mr. Thomas and Mr. F. W. 
Bird, who was then vice president of 
the company, reported to the president, 
Mr. F. M. Kerr, on the embarrass- 
ment which these write-ups had caused 
them. Mr. Bird, reporting in writing 
on the negotiations with the under- 
writers, said: 
57 PUR(NS) 


“We had our final round with the 
underwriters this afternoon. 

“There was one rather serious 
hitch, the old Banquo’s ghost. 
This discussion came up after a re- 
view of the write-ups on Great Falls 
Power Co. 

wae Of course there is only 
one way to fix it, that is write it down 
and write the capital down.” 

When, in the instant proceeding, 
Mr. Bird was asked about this let- 
ter, he said he was talking about in- 
tangibles concerning which insurance 
companies, investment concerns, and 
banks had for years sought explana- 
tions from the company. 

Similarly, Mr. Thomas, writing to 
President Kerr concerning the hearing 
before the Federal Power Commission 
on an application for authorization to 
issue the same refunding bonds, said: 

DS I was on for about one 
and one-half hours this morning and 
about two and one-half this afternoon. 
Examiner Hampton did all the ques- 
tioning in the afternoon—and it was 
very, very trying 

“T knew my stuff about the com- 
pany’s affairs and its proposed financ- 
ing, but couldn’t dodge the admission 
of existence of intangibles is 

“. . . I wish I might have had 

a better case in the P. m. to talk for 
than intangibles but it wasn’t the time 
to side-step.” 
Of course, it is common practice to 
label write-ups as “intangibles.” As 
Dr. Paton, a witness for the company, 
writing about intangibles, said: ® 

“It is true that reported intangibles 
have often been nothing more than off- 
sets to nominal security values, and 
it is accordingly easy to understand 


® Advanced Accounting, p. 409. 
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why they are in bad odor in financial 
circles.” 

In this connection it is interesting 
to recall that in 1929 in a hearing be- 
fore this Commission, Montana Pow- 
er, in an effort to refute the implica- 
tions in an allegation of inflation in 
its accounts stated that, although its 
books reflected an amount of $100,- 
000,000 it earned on an investment 
equal to only $45,000,000. It dis- 
agreed with the use of par value of se- 
curities issued in the 1913 transactions 
as the measure of the cost of proper- 
ties acquired. 

This brief historical summary shows 
that the officers of the company for 
many years have had knowledge of in- 
flation in its accounts approximating 
$47,000,000. It also explains why 
the company’s efforts to comply with 
the Uniform System of Accounts re- 


sulted in such widely differing pro- 
posals.! 


Company's Experts Look to Form 
Only 


Turning to the first question—Can 
there be an increase in the actual legit- 
imate cost of public utility properties 
as a result of a transaction in which 
the transferor and transferee in sub- 
stance and effect, but not in form, are 
one and the same—the company an- 
swered this question in the affirmative 
and in support thereof relied upon the 


expert testimony of several accounting 
witnesses, particularly, William A. 
Paton, Henry A. Horne, and John 
H. Bickley.” 

These witnesses agreed with staff 
witnesses that the recording of assets 
on the books of a utility at a higher 
figure, even though the higher figure 
was supported by “value,” was a write- 
up. They testified, however, that 
exactly the same result could be accom- 
plished and the odium of write-up 
avoided, merely through transferring 
the assets to another corporate entity 
formed solely for the purpose of taking 
title thereto. They championed the 
theory that transactions between cor- 
porations, no matter how closely re- 
lated, dominated, or controlled, must 
be treated as normal business or com- 
mercial transactions. Their criterion 
in such cases was the formality of the 
corporate existence and not the sub- 
stance of what was done. In other 
words, the company’s witnesses refused 
to pierce the corporate veil. 

Commission witnesses, on the other 
hand, testified that in transactions in 
which purchases and sales were in 
form only, but in which the substance 
of ownership did not change, there was 
no change in the actual legitimate cost 
of the properties. They insisted where 
the transferor and transferee were one 
and the same in substance and no ad- 
ditional assets were invested in the en- 





10 The record contains a memorandum from 
the files of the Holding Company entitled 
“Montana Power Company—Analysis of In- 
flationary Items from Ebasco Files”—which 
reveals and contrasts four different proposals 
for classifying the inflationary items. It con- 
tains a table introduced by the following sen- 
tence: 

“As a result of the company’s studies of 
available records, supplemented with inven- 
tories and estimates where necessary, the fol- 
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lowing reclassification in accordance with 
FPC requirements has been made.” 

The table shows “Plant and Property” at 
$125,803,000, original cost of physical plant 
at $71,032,000, and a balancing figure for “In- 
tangibles” at $54,771,000. 

11 It may be noted, in connection with the 
testimony of Dr. Thomas H. Sanders that, 
being concerned that his testimony might not 
otherwise be respected, he objected to answer- 
ing hypothetical questions bearing upon the 
facts in this case. 
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terprise, cost remained unchanged. 
They were cross-examined extensively 
as to their views but their testimony 
was unshaken. 

Accordingly, we are not persuaded 
by the testimony of the company’s ac- 
counting witnesses.* Their theory, 
that the mere formal existence of a new 
corporate entity regardless of identity 
of ownership, management, and busi- 
ness, is sufficient to support the con- 
tention that a new cost has been 
incurred, would enable utilities to con- 
vert cost accounting to value account- 
ing by the simple expedient of form- 
ing a new corporation. This would be 
contrary to the basis of our system of 
accounts, prescribed pursuant to the 
intent of Congress as expressed in the 
Federal Power Act. Our system of 
accounts is firmly rooted in the cost 
concept, which has been generally rec- 
ognized as the proper basis for regula- 
tory purposes. 

The view expounded by the com- 
pany’s experts has been previously con- 
sidered by the Commission in numer- 
ous cases and rejected because to hold 
otherwise would be to flout the “broad 
purpose of the act to correct abuses 
of write-ups, inflation of accounts, and 
similar practices.” ** To permit the 
corporate fiction to conceal the real 
identity of the transferor and trans- 
feree and the fictitious nature of 
claimed additional cost arising from 
a formality of purchase and sale be- 


tween them would be to open the way 
to a continuation of the abuses of the 
holding company era. These abuses, 
which the Public Utility Act of 1935 
was designed to remedy, resulted in 
injury equally to consumers and in- 
vestors. 

Our answer to the first question, 
which company counsel in somewhat 
different phrasing propounded as 
fundamental to its case, is, therefore, 
in the negative. To answer it other- 
wise would be to recreate the condi- 
tions exposed by the Federal Trade 
Commission and which Congress 
legislated to correct. We agree with 
Commission counsel that an affirma- 
tive answer would enable regulated 
utilities to utilize accounting as an in- 
strument for imposing an effective 
check on regulation. 


The 1912 Reorganization 


[2, 3] The answer to the first prin- 
cipal question applies squarely to the 
four reorganizations which culminated 
in that of December 12, 1912, through 
which The Montana Power Company 
came into being. The first three of 
these reorganizations occurred in 
1892, 1899, and 1901, increasing the 
statement of assets over the statement 
of the same assets on the books of ‘he 
predecessor companies respectively by 
$584,549.10, $139,899.72, and $1,- 
881,347.07. In each instance, the rec- 
ord shows, the result was accomplished 





12In determining the weight to be given to 
testimony of the company’s expert witnesses, 
it is pertinent to note the sharp conflict be- 
tween the testimony of Dr. Paton in this pro- 
ceeding and the principles advocated in his 
prior writings. Moreover, in at least one sig- 
nificant matter of principle his present testi- 
mony conflicts with that which he gave in 
the California-Oregon Power Company Case 
before this Commission—a conflict for which 
he gave no satisfactory explanation. 
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Moreover, Bickley testified he had a major 
responsibility in the Federal Trade Commis- 
sion’s investigation of the public utility indus- 
try but his testimony in the instant proceed- 
ing is diametrically opposed to the staff re- 
ports of that Commission and the conclusions 
of the Commission itself. 

18 Connecticut Light & P. Co. v. Federal 
Power Commission (1944) 78 US App DC 
356, 52 PUR(NS) 216, 141 F(2d) 14, 17. 
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by an exchange of securities with the 
ownership and direction remaining 
substantially the same. 

The 1901 transaction brought the 
Butte Electric & Power Company im- 
mediate predecessor of The Montana 
Power Company, into existence. In 
response to the proposal that the books 
of the predecessor Butte Lighting & 
Power Company be used by over- 
stamping, the company’s certified pub- 
lic accountant, H. A. Niles, advised : 

“Entirely new books should be 
opened for the new company. You 
have deliberately watered the stock of 
the company and therefore you should 
take all possible means to prevent ref- 
erence to the old books. If you open 


entirely new books, then these books 
will show all the transactions from the 
beginning of the new company and 
you would probably never be required 
to produce the books of the old com- 


” 


pany. 
By 1912 Butte Electric & Power 
Company (which we shall hereafter 
refer to as “Butte Electric”) had ac- 
quired the stock of two other com- 
panies, namely, Missouri River Elec- 
tric & Power Company and Madison 
River Power Company, the latter in 
turn owning all the common stock of 
Billings and Eastern Montana Power 
Company. Butte Electric had also ac- 


quired from John D. Ryan one-half 
the common stock of the Great Falls 
Water Power & Townsite Company 
for which we allow, as a cost to the 
company, the $2,500,000 in cash and 
securities with which Ryan was paid. 
On September 19, 1912, the Butte 
Electric Board of directors appointed 
a committee to consider the company’s 
recapitalization and the absorption of 
its constituent companies, as part of a 
general plan for consolidating all Mon- 
tana Power interests. A plan of re- 
organization was worked out pursuant 
to which The Montana Power Com- 
pany, the present corporation, was in- 
corporated under the laws of New 
Jersey on October 25, 1912, as the 
device for reorganizing Butte Electric 
and its subsidiaries. On November 
11, 1912, an agreement of merger and 
consolidation was executed by and 
among Butte Electric, its subsidiaries, 
and The Montana Power Company, all 
incorporated in New Jersey, the re- 
organization becoming effective a 
month later, December 12, 1912. 
Under the merger and consolidation 
agreement, Montana Power came into 
possession of the assets of Butte Elec- 
tric and its subsidiaries, assumed their 
liabilities, and issued its stock in ex- 
change for the stock of Butte Electric. 
The preferred stockholders of Butte 





14For this one-half interest in the Great 
Falls Company, Butte Electric paid Ryan 
$150,000 in cash, $1,350,000 principal amount 
of 5 per cent bonds (guaranteed to yield 
984) and $1,000,000 par value of its deferred- 
dividend stock. We accept this transaction as 
arm’s length, although it is not free from 
doubt. The staff’s only question as to whether 
the total of $2,500,000 should be allowed as 
cost to Butte Electric, and consequently to 
Montana Power, involved the actual value of 
the deferred-dividend stock. After careful 
study of all available data, the staff valued 
this stock at $65 a share, noting particularly 
that at about this time one million dollars 
Principal amount of bonds, containing the 
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privilege of converting into common stock, 
were sold at a price of approximately 814 
and the privilege of conversion was not exer- 
cised until just prior to the 1912 four-for-one 
exchange of Montana Power for Butte Elec- 
tric stock. The company, on the other hand, 
offered an exhibit purporting to show $135 
and $137 “bid” and “asked” quotations for 
regular stock as of about the date of the 
transaction. After consideration of all the 
evidence it appears reasonable to accept par 
value for this deferred-dividend stock and to 
allow $2,500,000 as the cost to Butte Electric 
of the first half of the shares of Great Falls 
Water Power & Townsite Company. 
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Electric received 8/10 share of Mon- 
tana Power’s preferred and 2/10 share 
of its common for each share of Butte 
Electric’s preferred. The common 
stockholders of Butte Electric, how- 
ever, received 4 shares of Montana 
Power’s $100 par value common stock 
for each share of Butte Electric’s com- 
mon held by them. By this method 
common stock of the par value of $100 
was increased by 202,000 shares, a 
total increase of $20,200,000 in par 
amount. 

To offset this increase in par amount 
of stock, the plant account was in- 
creased by the same amount, namely 
$20,200,000. (Subsequent adjust- 
ments reduced the increase to $19,- 
663,391.11.) - In other words, the 
balance sheet of Montana Power on 
December 12, 1912, compared with 
the consolidated balance sheet of Butte 
Electric as of the day before, reflected 
an increase in par amount of $20,- 
200,000 and a concomitant increase in 
plant by the same amount, without any 
change in the substance of ownership. 
No additional investment was made 
and no new plant was acquired. 

Respondent claims that the forego- 
ing increase represents bona fide cost. 
We determine that the transaction was 
not a purchase and sale but one in 
which the resulting increase in book 
amount of plant was purely a fictitious 
and paper increment. 

It is clear that in this transaction 
there was no change of ownership in 
the practical sense. The officers and 
directors, as well as the stockholders 
of the constituent companies, were 
dealing with themselves. Upon no 


conceivable basis could it be said that 
this was an arm’s-length transaction. 
Quite rightly, counsel for respondent 
refrained from making such a conten- 
tion, although they do contend that 
this was a new business venture ® and 
a new corporation and that under such 
circumstances a new cost was created 
even though there was lack of arm’s- 
length dealing. 

Prior to the merger all of the facili- 
ties of the predecessor companies were 
interconnected and were operated as 
one company by a common general 
manager and staff. They had com- 
mon offices. The Montana Power 
Company was not engaged in any busi- 
ness prior to the consolidation, but 
was organized solely for the purpose 
of effectuating the merger of the pre- 
existing companies. It was, in fact, 
merely a corporate device employed 
for that purpose. Actually the merger 
could have been accomplished without 
the use of the new corporation. 

From the fact that there was no 
change of ownership, no change of con- 
trol, no change in management, no 
change in officers, no change in assets 
and no change in operations, we con- 
clude that The Montana Power Com- 
pany was merely a continuation of the 
same business under a new name. 

Whether it was or was not a new 
business venture and a new corpora- 
tion from the purely technical stand- 
point is, in any event, immaterial to 
our conclusion here. As we have pre- 
viously stated, in a transaction be- 
tween wholly owned and controlled 
affiliates no new cost can be created 
by the issuance and distribution among 





15 This contention, of course, is contrary to 
the accounting at the time since Montana 
Power opened its books with an earned sur- 
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plus of $896,314.76 taken over from the prede- 
cessor companies. 
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the old owners of additional securities 
without other consideration. Since 
the instant transaction was not at 
arm’s length, it follows that cost to 
the respondent can be no more than 
the aggregate of the cost to the pred- 
ecessor companies. Consequently, 
where, as here, those costs are deter- 
minable from the books and records of 
the predecessor companies, evidence of 
value is wholly immaterial to the de- 
termination of that cost. 

There is adequate evidence that re- 
spondent’s officers knew of the trouble 
that might be in store for them in 
connection with this write-up. Pre- 


liminary to the making of the opening 
entry on Montana Power’s books, 
Price, Waterhouse & Company, cer- 
tified public accountants, prepared a 
pro forma balance sheet “showing 
financial position of company as it is 
expected to be on December 13, 1912,” 


the day after the contemplated con- 
summation of the consolidation. The 
“cost of property” transferred from 
the predecessor companies to the re- 
spondent appears thereon as $43,860,- 
931.27. But in order to arrive at that 


amount it was necessary to insert the 
following balancing item: 


“Add—Goodwill to write up 
properties from present 
book values to a value of 
$400 per share for Butte 
Electric & Power Company 
stock outstanding 

Less—Surplus Account 
Butte Electric & Power 
Company as finally adjusted 


$20,202,666.67 


1,668,754.26 16 
$18,533,912.41” 


But with regulation so imminent, 
this was a too obvious rigging of the 
books, and some means of covering 
the write-up was sought. It was sug- 
gested by Director Jaretzki, of the legal 
firm of Sullivan & Cromwell, that for 
the purpose 25,000 shares of the capital 
stock of Great Falls Water Power & 
Townsite Company, which was car- 
ried on the books of Butte Electric 
at $2,500,000, be recorded in the 
amount of $22,500,000.” 

That suggestion, however, troubled 
respondent’s general manager, Max 
Hebgen, on the ground that it would 
be hard to justify before a Public Serv- 
ice Commission which he felt might 
soon be set up in Montana.” 

The problem of how to account for 





16 Subsequently the directors decided to 
bring the surplus of the old companies onto 
the books of Montana without deducting it 
from the write-up. 

17 John D. Ryan, who was a member of 
the Butte Electric reorganization committee, 
was about to take a similar $22,500,000 of 
Montana Power stock for the remaining 
25,000 shares of the Great Falls Company. 

18 Under date of February 11, 1913, he 
wrote to the representative of the accounting 
firm as follows: 

“I have gone over the tentative balance 
sheets of The Montana Power Company, and 
it seems to me that it is a mistake to load 
the Great Falls Group with such a large 
amount. I believe it would be very hard to 
justify the item ‘Cost of Property’ before a 
Public Service Commission with twenty-two 
millions, for a one-half interest in the Great 
Falls Power & Townsite Company. It seems 
to me that this large amount could be spread 
over all the properties. I would suggest for 
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instance, that the Snake River purchase which 
we have recently made, could carry a good 
part of this. I also believe that another part 
could be charged to the Montana Reservoir 
& Irrigation Company; also to the develop- 
ment at Holter. To my mind it would be 
very much easier to justify these charges than 
if the whole amount was placed against the 
Great Falls properties. 

“There is no doubt that we are going to 
have a Public Service Commission, as the 
bill creating this Commission has already 
passed the state senate and will very likely 
pass the house within a few days. We are 
also liable to have a tax commission. You 
can readily realize how hard it is going to 
be for us here on the ground to explain these 
matters to a Public Service Commission and 
also to a tax commission, and we must be pre- 
pared here to outline how we are going to 
justify the entries on the books of the power 
company.” 
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the write-up was solved largely by 
avoiding it, i. e., by recording the 
“value” of the properties involved in 
the consolidation in a lump sum, based 
on the par value of securities issued by 
Montana Power. This would seem 
to accord with the views of Dr. Paton 
who likewise avoided precision in ex- 
plaining how such a write-up should 
be classified on the ground that it 
was a sort of essence “permeating” 
the whole situation. 

The record shows the company’s 
present theory, that the 1912 reorgan- 
ization involved a transfer or sale of 
property to the new Montana Power 
Corporation, is completely at variance 
with the theory of the transaction on 
which it has heretofore acted. Thus 
letters from C. F. Kelley ® to John D. 
Ryan and C. W. Wetmore, written 
while the reorganization plans were 
under consideration, stressed the im- 
portance of a consolidation scheme 
which would merge Butte Electric and 
its subsidiaries into The Montana 
Power Company (to be formed for 
that purpose) without involving the 
necessity for a transfer of properties 
to a new corporate entity. Two of 
the companies involved operated wa- 
ter-power plants and _ transmission 
facilities on public lands under permits 
from the United States Departments 
of Agriculture and Interior. Accord- 
ing to Kelley, if these companies trans- 
ferred their properties they would nec- 
essarily have to assign these licenses 
and would be “confronted squarely 
with the proposition that such licenses 
are not assignable.” 


Kelley pointed out the advisability 





19C, F. Kelley, a company witness in this 
case was counsel for John D. Ryan in connec- 
tion with the transactions under discussion. 
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of avoiding any type of transaction 
which would put in question the exist- 
ing revocable permits and thus risk 
bringing the company under new reg- 
ulations promulgated in August, 1912, 
by the Secretary of the Interior, which 
Kelley considered absurd and objec- 
tionable. He stated that they required 
a permittee, at the request of the Secre- 
tary of the Interior, to surrender the 
permit to the United States or transfer 
it to such state or municipality as the 
Secretary might designate. According 
to Kelley, compensation to the com- 
pany would be so limited as to exclude 
“going concern,” “contract,” and “un- 


developed power site’’ value. 

The fact that certain of the com- 
pany’s water power developments are 
still operating under the permits issued 
prior to the formation of The Montana 
Power Company and still standing in 
the name of the original permittees 


would appear to indicate that the De- 
cember 12, 1912, merger has hereto- 
fore been considered as involving a 
continuation of the old corporate en- 
tities in The Montana Power Com- 
pany. Otherwise, there would be 
grave question whether the company 
is not today operating these properties 
without authority from the United 
States. It is, therefore, evident that 
the clear intent was that the transac- 
tion should not create a new corpora- 
tion but rather that it constitute a 
merger and continuation of the pre- 
éxisting corporate entities. 

Counsel for Montana Power Com- 
pany now concede that this transac- 
tion was not at arm’s length, but, as 
already indicated, urge that Montana 
Power was a new business enterprise 
and accordingly that the cost to it of 
the assets of Butte Electric and its sub- 


206 





RE THE MONTANA POWER CO. 


sidiaries was the value of such assets 
at the time of the transfer. We have 
already dealt at length with this con- 
tention and pointed out that, to ac- 
cept this principle would be to nullify 
the cost basis which we have pre- 
scribed for plant accounting. We have 
consistently held that transactions at 
less than arm’s length do not result 
in an increase in actual legitimate cost 
of electric facilities. The courts have 
uniformly upheld us in this view.” 
Accordingly, we find that the 
amount of $19,663,391.11, resulting 
from the exchange of four shares of 
Montana Power for one share of Butte 
Electric, is a write-up properly classi- 
fiable in Account 107. Butte Electric 
also brought into the merger the write- 
up of $2,605,795.89 discussed above 
under this heading. Thus the total 
write-up, resulting from the Decem- 
ber 12, 1912, transaction, amounted 
This amount is 


to $22,269,187." 
classifiable in Account 107. 


Final Step in Consolidation of 
Montana Power Interests 


[4] The consolidation of all Mon- 
tana power interests into The Mon- 
tana Power Company, which had been 


under active consideration by the 
Ryan-Butte Electric interests in the 
latter part of 1912, was finally com- 
pleted on February 13, 1913, when 
John D. Ryan turned over the re- 
maining half of the shares of the Great 
Falls Water Power & Townsite Com- 
pany and all the shares of the Thomp- 
son Falls Power Company in exchange 
for shares of Montana Power.” Ryan 
was at the time president of Montana 
Power and had for some years been 
director and largest stockholder in its 
predecessor, Butte Electric. Our de- 
termination as to the proper account- 
ing for this exchange will answer the 
second of company counsel’s funda- 
mental questions. 

In exchange for the remaining 25,- 
000 shares of the Great Falls Water 
Power & Townsite Company, Mon- 
tana Power issued to Ryan $5,000,- 
000 par value of its preferred stock 
and $17,500,000 par value of its com- 
mon stock. All the stock issued had 
a par value of $100 and had voting 
rights, but the common had a peculiar 
provision which made it nondividend 
bearing until certain railway power 
contracts had yielded specified net 
earnings.** 





20 Northwestern Electric Co. v. Federal 
Power Commission (1944) 321 US 119, 88 
L ed 596, 52 PUR(NS) 86, 64 S Ct 451; 
Alabama Power Co. v. McNinch (1937) 68 
App DC 132, 21 PUR(NS) 225, 94 F(2d) 
601; Re Pacific Power & Light Co. (Fed 
PC 1942) 46 PUR(NS) 131, conceded by 
Pacific and withdrawn in Pacific Power & 
Light Co. v. Federal Power Commission 
(1944) 53 PUR(NS) 12, 141 F(2d) 602; 
Panhandle Eastern Pipe Line Co. v. Federal 
Power Commission (1944) 54 PUR(NS) 26, 
143 F(2d) 488; Alabama Power Co. v. Fed- 
eral Power Commission (1943) 47 PUR(NS) 
257, 134 F(2d) 602, 609; Pennsylvania Power 
& Light Co. v. Federal Power Commission 
(1943) 52 PUR(NS) 275, 139 F(2d) 445, 
certiorari denied (1944) 321 US 798, 88 L 
ed 1086, 64 S Ct 938; Alabama Power Co. 
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v. Federal Power Commission (1943) 50 
PUR(NS) 285, 136 F(2d) 929. 

21 There are certain relatively minor ad- 
justments which are also applicable to the 
period prior to 1912 and these, together with 
other small adjustments, are discussed here- 
inafter under the caption of “Minor Items.” 

22 Montana Power’s predecessor Butte Elec- 
tric had acquired the first half of the stock 
of the Great Falls Townsite Company in 1908 
from John D. Ryan for $150,000 in cash, 
bonds to the face amount of $1,350,000 and 
common stock to the par value of $1,000,000. 
Ryan had previously purchased all of the stock 
of the Great Falls Company from James J. 
Hill for $1,538,246.46. 

83 The $17,500,000 of common stock was not 
to begin bearing dividends until a power plant 
had been constructed and (1) until the Chi- 
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Montana Power charged as an in- 
vestment in the Great Falls Company 
the par value of the stock issued for 
the second half of the common stock 
of the latter, namely, $22,500,000. 
Added to the amount recorded as an 
investment in the first half of Great 
Falls stock, this resulted in the total 
book investment of $25,000,000. The 
Great Falls Townsite Company sub- 
sequently liquidated, but Great Falls 
Power Company, a subsidiary, con- 
tinued to operate until 1929 when it 
was merged with Montana Power. 
Of the $25,000,000 book investment 
figure, Montana Power assigned $22,- 
000,000 to the Great Falls Power 
Company. 

In recording the merger in 1929, 
Montana Power transferred the $22,- 
000,000 which, as we have noted, was 
stated at the par value of securities 
issued, to its plant account. This had 
the effect of increasing the amount in 
the plant account over the amount 
recorded in the books of Great Falls 
Power Company, by $12,000,000. In 
addition, as will be shown hereinafter, 
the accounts of Great Falls Power 
Company were themselves substantial- 
ly inflated. 


Simultaneously with the 1913 ex- 
change of securities for the Great Falls 
Company, Montana Power exchanged 
an additional $5,000,000 par value of 
its deferred-dividend * common stock 
for an equivalent amount of par value, 


being all the common stock, of Thomp- 
son Falls Power Company. This ex- 
change was also with John D. Ryan. 
Thompson Falls Power Company 
operated as a subsidiary of Montana 
Power until 1929, when it also merged 
with the latter. In recording this 
merger Montana entered in its plant 
accounts the amount in the plant ac- 
counts of Thompson Falls, which ac- 
counts, as will be explained herein- 
after, were also substantially inflated. 


John D. Ryan 

John D. Ryan, of copper fame, ap- 
peared early on the power scene in 
Montana. In 1903 he acquired the 
stock of two companies which he then 
merged to form Great Falls Electric 
Properties. This company operated 
electric and traction facilities in Great 
Falls. In 1906 he sold a five-sixth 
interest in this company to Butte Elec- 
tric & Power Company for $500,000 
in cash. In 1908 Ryan sold the re- 
maining one-sixth interest to Butte for 
$200,000. 

Ryan, in 1908, was an important 
figure in the industrial life of Mon- 
tana. At that time he was president 
of Anaconda Copper Mining Com- 
pany, the largest user of electric energy 
in the State. Once C. W. Wetmore 
was then president of Butte Electric, 
the most important distributor of elec- 
tricity in Montana. Both Ryan and 
Wetmore recognized the possibility of 
developing the water-power sites on 





cago, Milwaukee & St. Paul Railway had 
taken power for six months under the con- 
tract it had entered into on November 25, 
1912, with Power & Townsite’s wholly owned 
subsidiary, Great Falls Power Company, or 
(2) whenever the gross earnings of the sub- 
sidiary shall have reached $1,750,000, in either 
of which event $2,500,000 of the stock wzs to 
become dividend-bearing at once and the bal- 
ance in instalments of $3,000,000 at intervals 
of one, two, three, four, and five years there- 
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after. Actually no dividends were paid on 
this stock until 1917. 

24 The $5,000,000 of common stock was to 
become dividend-bearing when a power plant 
had been constructed by Thompson Falls 
Power Company and the railway had taken 
power for six months under a contract with 
that company at which time $2,500,000 of the 
stock was to become dividend-bearing and the 
remainder a year later. The first dividend 
was paid on this stock in 1917. 
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the Missouri river in the vicinity of 
Great Falls, Montana. According to 
Wetmore they agreed between them 
that any negotiation for the purchase 
and control of those sites should be for 
the joint benefit of their respective in- 
terests.** Wetmore’s plan would ap- 
pear to have been dictated by the de- 
sire to employ for the benefit of his 
company, rather than have employed 
against it, Ryan’s control over the 
power market; while Ryan apparently 
desired to utilize Butte Electric’s 
ability to finance the plan of develop- 
ment and its technical personnel. 

Ryan in 1908 acquired the entire 
capital stock of the Great Falls Water 
Power & Townsite Company from the 
railroad magnate, James J. Hill, for 
a consideration of $1,538,246.46. 
This company owned the water-power 
sites at Great Falls. With these sites 
in his hands, he loomed as a dangerous 
competitor for Butte Electric unless an 
amalgamation could be worked out. 
This was recognized by Butte Elec- 
tric’s General Manager Turner in a 
letter of July 18, 1908, to Sidney Z. 
Mitchell, member of its executive com- 
mittee. 

In this letter, based on an interview 
with Ryan, Turner said (1) that Ryan 
was ready to obligate the copper com- 
panies which he represented for large 
blocks of low cost power; (2) that he 
might consider an offer for the water 
power sites; (3) that “in case no deal 
was made he and his associates would 
develop the Great Falls Power, trans- 
mit it to Butte, do their own power 


business, and in this connection he very 
strongly intimated that they would 
take on lighting business also.” He 
said further: “It seems that in any 
event we are threatened with competi- 
tion, a thing to avoid if possible, 
‘ However, the logical and prop- 
er solution of this difficulty is by an 
equitable amalgamation of the inter- 
ests involved, if such can be brought 
about.” He stressed the fact “that Mr. 
Ryan and the Amalgamated Com- 
pany [parent of Anaconda Copper] 
are supreme in this vicinity and they 
are fully able to carry out any pro- 
grams they attempt, . . .” (Italics 
supplied. ) 

The same general view of the situa- 
tion was expressed in a report, dated 
December 31, 1908, prepared by Cop- 
per & Powelson, consulting engi- 
neers, in response to a request from 
President Wetmore of Butte Electric 
for advice as to his efforts to bring 
about a consolidation of the three wa- 
ter power interests in Montana. Their 
advice is summed up in the following 
statement : 

a The report which fol- 
lows details step by step the reasons 
which have led us to strongly urge 
you to abandon the idea of a three- 
cornered negotiation and to ally your- 
self with the Ryan interest at once and 
before approaching the Missouri River 
Company with a view to taking it in- 
to a consolidation.” 

The report states without equivoca- 
tion that “From all that has been said 
above, it must be apparent that the 





25 In a letter dated February 14, 1906, Wet- 
more wrote to Butte Electric’s general mana- 
ger, in part, as follows: 

“At an interview with Mr. Ryan on Friday 
last, February 9th, we agreed that the nego- 
tiation for the purchase or control of the 
Great Falls Water Powers, when made and 


[14] 
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whether conducted by him or by ourselves, 
should be made for the joint benefit of the 
interests, which he represents and those, which 
I represent, that is to say, if either should 
decide to buy or lease, the other should have 
the right to an equal participation in the pur- 
chase or lease.” 
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Ryan interests dominate the electric 
power situation in Montana. —— 

In May, 1909, a major step was 
taken in the amalgamation or alliance 
between the Ryan interests ” and the 
Butte Electric interests, Ryan ex- 
changing one-half of the stock of the 
Great Falls Water Power & Townsite 
Company for $150,000 in cash, Butte 
Electric bonds of the face amount of 
$1,350,000, and Butte Electric com- 
mon stock of a par value of $1,000,000. 
Thus Ryan, in addition to getting 
back in cash or its equivalent all that 
he had paid James J. Hill for the Great 
Falls Company, became the largest 
stockholder in Butte Electric, with 25 
per cent of its common (20 per cent 
of its voting) stock. At the same time 
Butte Electric became an equal part- 
ner with Ryan in the ownership of the 
Great Falls Company. Ryan became 
a director and member of the execu- 
tive committee of Butte Electric, took 
an active part in the affairs of the com- 
pany and, during the absences of its 
president, Wetmore, acted as the ex- 
ecutive head of the company. 

It should be noted that, between 
the time when Ryan acquired the Great 
Falls Company and the consummation 
of the alliance, certain copper com- 
panies represented by Ryan (Boston 
and Montana Consolidated, Silver 


Mining, and Washoe Copper Com- 
panies) entered into contracts with the 
Great Falls Company for their elec- 
tric power requirements for the en- 
tire life of the mines. When the com- 
pany’s new Rainbow plant was com- 
pleted in 1910, steps were initiated for 
cancellation of Amalgamated Copper’s 
contracts with the Missouri River 
Power Company, which went into 
bankruptcy and, within a little over a 
year, was taken over by Butte Electric, 

As already noted, Ryan also brought 
the Thompson Falls Power site into 
the final consolidation of Montana 
power resources. According to the 
record it happened this way. In 1909 
Ryan became a director of the Chi- 
cago, Milwaukee and St. Paul Railway 
Company. Sometime prior to 1913, 
with his close associate Morony, he 
purchased a 50 per cent interest in the 
Thompson Falls site, on the Clark’s 
fork of the Columbia river, the re- 
maining 50 per cent being owned by 
a man named Donlon. The railway 
subsequently purchased the site for 
$300,000 as part of its electrification 
program. 

On November 25, 1912, the Rail- 
way entered into a contract with the 
Great Falls Power Company, a sub- 
sidiary of the Great Falls Water Pow- 
er & Townsite Company, for power 





26 The report recites the importance to 
Butte Electric of maintaining its monopoly 
of the profitable business of distributing elec- 
tricity in Montana. It continues with the fol- 
lowing significant note: “The figures of 
profits in the above table reflect the greatest 
credit on Mr. Turner as general manager of 
the Butte Company and they are possible only 
because he has been able so far to keep out 
competition and to ward off regulative legis- 
lation.” Clearly the consolidation was ap- 
proached with a view to maintaining at least 
the monopoly aspect of this favorable situa- 
tion by a pooling of power interests. Con- 
firming this is a note in the “Analysis of In- 
flationary Items from Ebasco Files” referred 
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to in footnote 10 of this opinion. In one of 
the efforts to allocate the large intangible item 
in Montana Power’s accounts it is suggested 
that a balancing item of as much as $16,- 
000,000 might be “put in as the original cost 
to the Montana Power Company of integrat- 
ing the water rights with the markets through 
a single, comprehensive integrated system, free 
from competition.” (Italics supplied.) 

27In every instance in which he purchased 
utility property, Ryan had associated with 
him a small and select group of persons over 
whom he had unquestioned dominance. For 
all practical purposes they acted as one per- 
son directed by Ryan. 
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supply for the electrical operation of 
one of its divisions. The railroad also 
suggested to Ryan that it would sell 
the Thompson Falls site, together with 
a Fish creek site, back to Ryan if he 
would enter into a contract for the 
electrical operation of another one of 
its divisions. The deal was finally 
consummated on February 11, 1913, 
when Ryan acquired the sites for a 
cash consideration of $813,093.72.* 
On the same day Thompson Falls 
Power Company, which Ryan had pre- 
viously formed to take over the sites, 
contracted for the power supply of the 
railway’s Missoula Division. 

Two days later on February 13, 
1913, Ryan took $5,000,000 par value 
of the common stock of the Thomp- 
son Falls Power Company for the 
sites and immediately exchanged this 
Thompson Falls stock for $5,000,000 


par value of Montana Power deferred- 
dividend common stock, pursuant to 
an agreement with Montana Power 
made on the day when he acquired 
the sites from the railroad. To balance 
its books, Thompson Falls Power re- 
corded at $5,000,000 the sites which 


had just cost Ryan $928,887.10. 
Montana Power recorded its invest- 
ment in Thompson Falls Power stock 
at the $5,000,000 figure. 

In brief, between 1908 and 1913 
Ryan and his associates had pur- 
chased certain power sites on the Mis- 
souri and Clarks fork rivers, for 
which they had paid $2,467,133.56. 
By 1913, holding long-term contracts 
with Amalgamated Copper subsid- 
laries, of which he was head, and the 
Milwaukee Railroad, of which he was 


director, this investment was trans- 
formed into $5,000,000 par value of 
preferred stock and $26,500,000 par 
value of common stock of Montana 
Power. In addition Ryan had re- 
ceived from Montana Power’s pred- 
ecessor $150,000 in cash and $1,350,- 
000 in bonds. He had a majority 
stock control of the company and was 
its president. His actual investments 
totaling less than $2,500,000 were re- 
flected on the company’s books at $33,- 
000,000. 


1913 Exchange for Remaining Half of 
Great Falls Water Power & 
Townsite Stock 

It has previously been shown that 
in 1913 Ryan transferred the remain- 
ing half interest in Great Falls Water 
Power & Townsite stock to Montana 
Power for $5,000,000 par value pre- 
ferred stock and $17,500,000 par value 
deferred-dividend common stock. In 
substance and in practical effect, a sale 
did not actually take place in this trans- 
action. Montana Power did not pur- 
chase something from Ryan and tell 
Ryan to go on his way. Instead Ryan 
stayed in and, in fact, took over con- 
trol of Montana Power. 

As the company itself said in a state- 
ment supporting its reclassification 
study: 

“The effect of this transaction was 
to give Mr. Ryan and his associates 
51.8 per cent (sic) of the common 
stock of the company, enabling them to 
retain control of their water powers.” 

In other words, prior to the 1913 
transaction, Ryan controlled a 50 per 
cent interest in the Great Falls sites 
and Butte Electric controlled the re- 





88 Before Ryan had agreed to buy the sites 
from the railroad, he had undertaken certain 
development work at Prospect Creek, which 
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was below the Thompson Falls site. This 
work had cost Rvan $115,793.38, making a 
total cost of $928,887.10. 
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maining half. Neither Ryan nor Butte 
Electric sold or disposed of their re- 
spective interests. They retained them 
through Montana Power. Ryan 
merely exchanged evidence of owner- 
ship and control. No additional in- 
vestment was made in the resources 
or facilities. Before the transaction in 
question he owned 50 per cent of the 
sites indirectly through Great Falls 
Water Power & Townsite and after 
the transaction he owned 52.6 per cent 
indirectly through Montana Power. 
There was a consolidation or pooling 
of interest and not a sale in the sense 
that one person disposed of property 
and another acquired it. 

Obviously, if Ryan and Montana 
Power had continued with their sepa- 
rate half interests, cost would not have 
increased over the amounts paid by 
these parties for their respective shares 
of the Great Falls Water Power & 
Townsite Company. Can it be said 
that a paper transaction, which mere- 
ly changes the form without changing 
the substance thereof, resulted in an 
increase of many millions of dollars of 
actual legitimate cost? Clearly the 
answer is in the negative. 


We had occasion to consider a some- 
what similar situation a few years ago 
in the case of the Niagara Falls Pow- 
er Company. In that case two sepa- 
rate and distinct interests, not af- 
filiated, consolidated their properties, 
but each group prior to the act of 
consolidation wrote up its plant ac- 
counts. We concluded that the trans- 
action was not a sale which gave rise 
to an increase in investment, but that 
the cost to the predecessor companies 
was the cost to the successor and that 


the write-ups should be removed from 
the accounts. This finding was sus- 
tained by the circuit court of ap- 
peals.* The court sustained our con- 
clusion that such a transaction was 
not a purchase and sale but only a 
pooling of interest. 

Montana Power contends that the 
Niagara Case is not in point. That 
case was decided under the provisions 
of Part I of the Federal Power Act 
which deals with the licensing of 
hydroelectric projects on waters sub- 
ject to the jurisdiction of the United 
States. In determining the cost of 
licensed projects, the Commission, by 
statute, must resort to the 1914 System 
of Accounts of the Interstate Com- 
merce Commission. It is contended 
that the Interstate Commerce Com- 
mission System of Accounts rec- 
ognizes cost arising only through pur- 
chases, whereas this Commission’s 
System of Accounts recognizes 
changes in cost through consolidations 
and mergers, as well as in purchases. 
But not every consolidation or merger 
gives rise to a new cost any more than 
every purchase. In both cases we look 
to the substance of the transaction. 
We did not decide the issues nor did 
the circuit court of appeals affirm our 
order in the Niagara Case on the nar- 
row ground that the consolidation was 
not a “purchase’’ within the Interstate 
Commerce Commission System of Ac- 
counts. The court specifically stated 
that it did not stand on the form of 
the transaction but held “the substance 
was not a sale.” Continuing the court 
said: 

“ , .. The properties had been 
held by two groups of persons: 





29 Niagara Falls Power Co. v. Federal 
Power Commission (1943) 51 PUR(NS) 40, 
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49, 137 F(2d) 787, 793; cert. denied (1944) 
320 US 792, 88 L ed 477, 64 S Ct 206. 
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‘Stetson’ and ‘Schoellkopf’ who com- 
bined their interests into one com- 
pany which thereafter they owned 
jointly. The allotment of the shares 
as between the two groups was doubt- 
less the result of genuine competition ; 
presumably it followed the relative 
values of the properties. But all com- 
petition, all ‘arm’s-length’ bargaining, 
stopped there; neither. party had any 
interest to reduce the nominal capital- 
ization. nig 

Clearly the transaction we are now 
considering falls within the scope of 
this reasoning. It was not a sale by 
which one party disposed of an inter- 
est and another acquired that inter- 
est. Just as clearly actual legitimate 
cost cannot be increased by a trans- 
action which does not result in parting 
with property. Accordingly, neither 
the par nor the market value of securi- 


ties issued to Ryan in 1913, nor the so- 
called fair value of the properties can 
be accepted as cost of the power sites 


to Montana Power. Instead we must 
look to the cost to Ryan, who combined 
his interests with those who formerly 
controlled Butte Electric, to ascertain 
the correct investment therein. 


There are additional and alterna- 
tive reasons in this case why we would 
come to the conclusion expressed above 
even though the principle of the 
Niagara Case, supra, were inapplica- 
ble. As we have heretofore pointed 
out, wholly aside from the pooling of 
interest feature, the transaction in 
question was not an arm’s-length 
transaction. The outstanding facts of 
affiliation may be briefly tabulated as 
follows : 

1. Ryan was president of Montana 
Power at the time of the 1913 securi- 
ties exchange (the minutes of Montana 
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show that Ryan left the board meet- 
ings whenever the instant transaction 
was discussed, but all the evidence in 
the record would indicate that the ar- 
rangements had been fully worked out 
at conferences from which Ryan was 
not excluded before they were put in 
the minutes of the corporation). 

2. Ryan was the largest stockholder 
of Montana Power at the time and 
had been since 1909. 

3. He had been a director of Butte 
Electric and member of its executive 
committee from 1909. 

4. Ryan participated in the glaring 
write-up of 1912. 

5. He was in charge of Butte Elec- 
tric’s affairs in Wetmore’s continued 
absences. 

6. He dominated the power market, 
being top executive of the Copper 
Company, the major power customer 
in Montana. His railroad connections 
reinforced this domination. 

7. He was a partner with Butte 
Electric from 1909 in the ownership 
of the Great Falls power sites, which 
arrangements apparently stem from 
as early as 1906. 

8. They were joint owners of the 
important Hebgen reservoir, above the 
main power sites on the Missouri river. 

9. The properties of Montana Pow- 
er and Great Falls Water Power & 
Townsite were operated in parallel 
and under the same general manager. 

It is clear from the record that 
there was no arm’s-length bargaining 
between independent parties as far as 
the 1913 transactions were concerned. 
There was unquestionably negotiation, 
jockeying for position, bargaining, as 
indicated by letters which passed be- 
tween directors Jaretzki and Coffin 
after the deal had been agreed on; but 
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the bargaining was confined to the rel- 
ative position of the respective inter- 
ests, and not to a cash or its equiv- 
alent consideration, to be paid for 
properties by a bona fide purchaser. 
In other words, there was no party to 
the bargain whose interest would be 
served, to paraphrase the court in the 
Niagara Case, supra, by reduction in 
the nominal capitalization. 


Allocation of Cost of Great Falls 
Water Power & Townsite Stock 

[5] As stated previously, Ryan pur- 
chased the stock of Great Falls Water 
Power & Townsite Company for $1,- 
538,246.46 and sold one-half thereof to 
Butte Electric for a cash, or equivalent, 
consideration of $2,500,000. This re- 
sulted in a combined cost of the Great 
Falls Company stock to Butte Elec- 
tric and Ryan of $3,269,123.23, i. e., 
$2,500,000 to Butte Electric for the 


first half, plus one-half of $1,538,246.- 
46 representing cost to Ryan of the 
half interest which he retained until 
1913. The assets of Great Falls Wa- 
ter Power & Townsite consisted in 
the main of certain current items, real 
estate lots (town sites), and power 


sites. The real estate lots were later 
transferred to a separate company and 
are not reflected in Montana Power’s 
accounts. It becomes necessary, there- 
fore, to allocate the $3,269,123.23 cost 
to the assets of the company. 

In accordance with standard prac- 
tice, we deduct from the latter figure 
the current assets consisting of Cash 
$116,023.02, Accounts Receivable 
$38,438.02, and Securities $14,067.25. 
We also deduct the book cost of Black 


Eagle dam, in the amount of $175, 
000, and a powerhouse in the amount 
of $72,000, both of which are includ- 
ed at full cost in other plant accounts, 
The foregoing items total $415,528.29, 
Deducting this amount from a total 
cost of $3,269,123.23 leaves a balance 
of $2,853,594.94. This amount must 
be allocated among the remaining as- 
sets of Great Falls Water Power & 
Townsite in order to ascertain the cost 
of the power sites owned by that com- 
pany and eventually transferred to 
Montana Power’s books. 


Admittedly, the allocation of such 
cost cannot be a precise undertaking. 
The record does not contain a great 
deal of information on which an allo- 
cation can accurately be made, and at 
this late date it is not possible to sup- 
ply adequate data. The company pro- 
poses no allocation, and thus has failed 
to discharge the burden of proof that 
is upon it. 

The remaining assets ® of the com- 
pany may be grouped into three 
classes. The first consists of power 
sites *! which had a book cost, as of the 
date of the transaction, of $3,590,334.- 
89. The evidence shows this book 
cost had been written up on the com- 
pany’s books in the amount of $3,- 
160,538.89. The book cost of the 
town lots or real estate development, 
which was an active, going concern, 
amounted to $1,213,701.60. The evi- 
dence also casts grave doubt as to 
whether the real estate development 
was stated at proper cost. At the time, 
the real estate development was un- 
doubtedly valuable, being the main 





80 The assets of Great Falls Water Power 
& Townsite were stated on its books on the 
basis of an early appraisal. 

81 Great Falls Townsite owned five hydro- 
electric power sites on the Missouri River; 
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namely, Black Eagle, Ryan (formerly Volta), 
Morony, Rainbow and Site “C.” All of these 
rr the last one were subsequently devel- 
oped, 
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revenuie producing asset of the com- 
pany. The remaining assets, such 
as iron mines, buildings, etc., had a 
book cost of $119,373.84. 

We have, it seems, two choices as to 
methods of allocation. One, the use 
of the recorded book figures ; and two, 
the use of book figures purged of the 
write-up in the power sites. We will 
allocate the cost of $2,853,594.94 to 
the assets on the basis of the respec- 
tive book costs thereof. The book 
cost of the power site is 73 per cent 
of the total book cost of the assets over 
which the cost is to be distributed. 
On this basis the cost assigned to the 
power sites is $2,083,124.31." This 
is a higher cost than that calculated 
by the staff and probably higher than 
would be arrived at if adequate in- 
formation were available. 

It, therefore, appears that the 
amount on the books of Great Falls 
Water Power & Townsite in respect 
to the power sites was $1,507,210.58 
in excess of the cost we have deter- 
mined. Inasmuch as the written-up 
book costs ultimately found their way 
into the plant accounts of Montana 
Power Company, we determine that 
the amount of $1,507,210.58 is a 
write-up which is properly classifiable 
in Account 107. 


Write-up in Great Falls Power Com- 
pany 

[6] In May 1910, Great Falls Wa- 

ter Power & Townsite organized a 


subsidiary, Great Falls Power Com- 
pany, for the purpose of taking over, 
developing, and operating the power 
properties of the parent. At the or- 
ganization of the Great Falls Power 
Company, the electric properties to 
which it succeeded appeared on the 
books of Great Falls Water Power & 
Townsite at $7,376,241.49. This in- 
cluded the write-up of $1,507,210.58 
referred to above. The same proper- 
ties were transferred to the books of 
the successor corporation at $13,076,- 
872.30, which was $5,700,630.81 in 
excess of the recorded cost to the 
parent. Great Falls Water Power & 
Townsite, of course, owned all of the 
stock of Great Falls Power Company. 
Again there was no disposal on the 
one side or acquisition on the other, 
as in an arm’s-length transaction. We 
must conclude that this was a write-up 
of $5,700,630.81, which should be 
classified in Account 107. 


Merger of Great Falls into Montana 
Power 

We have previously shown that 
Great Falls Power Company merged 
into Montana Power in 1929. In ac- 
counting for the merger the amount 
shown as an investment in the stock of 
Great Falls Power Company was 
transferred to the plant account. The 
securities account, stated at the par 
value of stock issued, was $12,000,- 
000 * more than the underlying book 





82 The actual cost of these sites to the com- 
pany was shown to be $340,100. 

33Tn connection with the Great Falls sites, 
we have referred to specific write-ups of $1, 
507,210.58, $5,700,630.81, and $12,000,000, a 
total of $19,207,841.39. These references are 
occasioned by the fact that actual write-ups 
took place on the books of Great Falls Town- 
site, Great Falls Power Company, and Mon- 
tana Power, respectively, as the sites were 
transferred. However, the same result will 
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be obtained by a comparison of the actual 
cost of Great Falls Water Power & Townsite 
stock to Butte and Ryan ($3,269,123.23) with 
the amount at which this investment was re- 
corded on the books of Montana ($25,000,000). 
The excess of $21,730,876.77 was reduced by 
$2,523,035.38 when Montana Power assigned 
$3,000,000 of its total investment to the real 
estate subsidiary, leaving $19,207,841.39 of the 
write-up in its plant account assigned to the 
power sites. 
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value. This excess was, therefore, 
lodged in Montana’s plant account. 
The amount is a write-up classifiable 
in Account 107. In addition, miscel- 
laneous items totaling $357,218.51, 
consisting of bond discount and ex- 
pense, credits to contingencies reserve, 
etc., and which are not disputed in 
the proceeding, found thier way im- 
properly to the plant accounts of Mon- 
tana Power in connection with the 
merger transaction. We find that this 
amount is a write-up properly classi- 
fiable in Account 107. 


Thompson Falls Stock Deal 

As heretofore noted, Ryan acquired 
the Thompson Falls and Fish creek 
power sites from Chicago, Milwaukee 
& St. Paul Railroad Company for a 
cash consideration, including addi- 


tions, of $928,887.10. He immediate- 
ly transferred these properties to a 


newly formed corporation, Thompson 
Falls Power Company, receiving all 
the latter’s common stock, $5,000,000 
par value, in exchange. Almost simul- 
taneously, Montana Power issued $5,- 
000,000 of its common stock to Ryan 
for the $5,000,000 of Thompson Falls 
Power Company stock. Obviously, 
the transactions resulted in a write-up 
on the Thompson Falls Power Com- 
pany’s books of $4,071,112.90 (the 
difference between the $5,000,000 
capitalized by Thompson Falls and the 
actual legitimate cost of $928,887.10). 
This write-up was perpetuated in the 
1913 pooling of interests and the 
principles discussed above apply to it. 

Extensive testimony which Ryan 
gave in a proceeding before the Inter- 
state Commerce Commission was in- 
corporated into the record of this pro- 
ceeding. There he said he made no 
57 PUR(NS) 


profit on the Thompson Falls deal, 
He maintained that the Montana Pow- 
er stock issued to him had a cash 
value of approximately the amount 
which he had expended for the prop- 
erties. These statements are corrob- 
orated by the testimony in this case 
of his personal counsel, Kelley, that 
Ryan did not make a single dollar of 
profit on the transaction. Ryan’s tes- 
timony before the Interstate Com- 
merce Commission was to the effect 
that the deferred-dividend common of 
Montana Power had a market value of 
but $19.50 at the time of the trans- 
action. A price of $19.50 a share 
would equate to just about what Ryan 
paid for the Thompson Falls proper- 
ties. 

This price of $19.50 was also re- 
ferred to in a 1929 proceeding before 
this Commission, involving an appli- 
cation of the Rocky Mountain Power 
Company, a subsidiary of Montana 
Power. In that case a witness for the 
company testified that the actual worth 
of the deferred-dividend stock in 1913 
was only about $19.50 a share. Ryan 
testified before the Interstate Com- 
merce Commission that the market 
value of the dividend-bearing stock 
was only $37.50 a share. He insisted 
the par value of securities was no cri- 
terion for determining whether any 
profit had been made by him or iis 
associates. Of course, cost cannot be 
increased without the realization of a 
profit. 

The company has attempted to es- 
tablish a market value higher than 
$19.50 for the deferred-dividend stock. 
Its witness Hartt, in a retroactive ap- 
praisal, reached $79 a share for the un- 
restricted stock and $61 a share for 
the restricted stock. His testimony, 
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and other testimony offered by the 
company regarding the value of the 
stock at the time of the 1913 transac- 
tion, is wholly unconvincing. Even 
if we were to depart from our long- 
established practice of holding that a 
pooling of interests or dealing at less 
than arm’s length does not result in 
an increase in actual legitimate cost, 
we could not, on the record in this 
case, recognize a greater cost than that 
which would be found by the use of 
$19.50 a share for the deferred-divi- 
dend common stock issued to Ryan in 
the 1913 transaction. 

Our staff questions the allocation of 
the entire $928,887.10 paid by Ryan 
as cost of electric facilities. The rail- 
way had purchased Thompson Falls 
site from Ryan, Morony, and Donlon 
at a cost of $300,000 and acquired the 
Fish creek site at a cost of $89,500. 


The agreement between Ryan and the 
railway for the later sale to Ryan fixed 
the price at double the cost to the rail- 
way plus interest on the railway’s in- 
vestment from the date of its acquisi- 


tion of the sites. As a part of the 
transaction, the railway agreed to en- 
ter into a contract with Great Falls 
Power Company and Thompson Falls 
Power Company for the purchase of 
power for operation of part of rail- 
way’s lines. 


From the evidence accumulated in 
the course of its studies, the staff con- 
cluded that the difference between the 
price at which the railway acquired the 
sites, plus interest thereon, and the 
amount which Ryan paid for them up- 
on reacquisition was attributable to 
the power contracts. Accordingly, 
the staff concluded that $389,500 
should be treated as cost of power con- 
tracts rather than as cost of electric 
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plant and should be utlimately trans- 
ferred to a deferred charge account 
and amortized. 

While it is true that the power con- 
tracts probably influenced the consid- 
eration paid by Ryan, we feel that the 
record is not sufficiently definite in 
this respect to enable us to make an 
allocation of the amount paid between 
the cost of electric plant and the cost 
of contracts. Accordingly, we are 
treating the entire cost of $928,887.10 
as the actual legitimate cost of the 
Thompson Falls and Fish creek sites. 

The difference between this figure 
and the $5,000,000 capitalized by 
Thompson Falls was a write-up on the 
books -of the latter and also in the 
investment account of Montana Pow- 
er. This write-up upon the merger 
of Thompson Falls into Montana Pow- 
er in 1929 became a write-up in the 
latter’s plant accounts. This amount 
of $4,071,112.90 is properly classifia- 
ble in Account 107. 


Summary of Conclusions As to Feb- 
ruary 1913 Pooling 

In summary, therefore, the Feb- 
ruary 13, 1913, transactions, which 
completed the consolidation of Ryan 
and Butte Electric interests in The 
Montana Power Company, brought 
onto Montana Power books the fol- 
lowing items which should be classi- 
fied in Account 107: write-ups of 
Great Falls power sites ($1,507,210.- 
58 plus $5,700,630.81 plus $12,357,- 
218.51) totaling $19,565,059.90; 
write-ups of Thompson Falls sites 
$4,071,112.90. This results in total 
write-ups associated with this pooling 
transaction amounting to $23,636,- 
172.80, transferred to Montana Pow- 
er plant account in 1929, 
57 PUR(NS) 





FEDERAL POWER COMMISSION 


Minor Items 


Profits in Intercompany Fees 

[7] Respondent’s Electric Plant Ac- 
count contains $151,888.98 represent- 
ing fees paid Phoenix Utility Com- 
pany, described by this Commission 
in the Pennsylvania Power & Light 
Case as the “incorporated system of 
accounting interposed by Bond and 
Share for the purpose of exacting con- 
struction fees from its supervised 
operating companies” (3 Fed PC 89, 
99). The fees in question were paid 
in connection with the construction of 
the company’s Morony hydroelectric 
generating station, which was con- 
structed by Phoenix during 1929 and 
1930 under the company’s general con- 
tract with Electric Bond and Share 
Company for supervision and general 
services. They were equal to 5 per 
cent of certain construction expendi- 
tures. 

The respondent made no attempt to 
discharge the burden that was upon it 
to show that the $151,888.98, ques- 
tioned on the ground that it was not 
cost to the associated Phoenix Utility 
Company, represented other than pure 
profit to that company. Northwestern 
Electric Co. v. Federal Power Com- 
mission (1943) 48 PUR(NS) 65, 
134 F(2d) 740, 743, affirmed (1944) 
321 US 119, 88 L ed 596, 52 PUR 
(NS) 86, 64 S Ct 451. It contends 
that such profits between affiliates are 
not invalidated by the mere fact of af- 
filiation and consequently that the fees 
under consideration become a_ valid 
part of the cost of plant. This con- 
tention is not new to us. We have 
confronted and disposed of it on oc- 
casions too numerous to recount here. 
In fact, we disposed of the identical 
question in connection with the iden- 
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tical service and holding company in 
Re Pennsylvania Power & Light Co, 
3 Fed PC 89, 99. 

We conclude then that the aggregate 
amount of $151,888.98 constitutes as- 
sociated company profit and should be 
classified in Account 107. 


Unrecorded Retirements 

[8] In comparing certain book costs 
with the cost of inventoried items as 
determined and computed by the com- 
pany, a difference of $322,499.99 was 
disclosed. This amount, which the 
company has not been able to associate 
with property still in existence, ap- 
parently represents unrecorded retire- 
ments. We shall classify the amount 


in Account 107 pending disposition to 
the depreciation reserve. 


Miscellaneous Items 

There are a few items which the 
staff proposes to classify in Account 
107 pending the disposition thereof 
about which there appears to be no dis- 
agreement except that respondent 
holds they were, in effect, validated as 
a cost in the 1912 reorganization. 
During the period 1902 to 1904 Butte 
Electric & Power Company charged 
to Plant Account certain bond discount 
of which there still remains in respond- 
ent’s plant accounts the amount of $7,- 
671.67. It appears also that there re- 
main in respondent’s plant account 
miscellaneous improper charges (su- 
pervision fees and organization ex- 
penses) in the amount of $3,195.08. 
The respondent admits these two er- 
roneous charges. 

Respondent’s evidence shows that 
during the years 1929 to 1934 it in- 
curred expenses in the amount of 
$341,946.64 in the sale of preferred 
stock and that these expenses were re- 
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corded in organization expense in con- 
formity with the system of accounts 
then in effect. The respondent has re- 
dassified the amount directly to Ac- 
count 151, Capital Stock Expense, 
while the staff, on the other hand, pro- 
poses to place the amount in Account 
107, pending disposition by us. The 
same difference exists with respect 
to $10,266.14 representing the cost of 
lightning arresters not inservice. The 
respondent has transferred the amount 
directly to Account 131, Materials and 
Supplies, whereas the staff proposes 
that it be placed in Account 107. 

A credit amount of $80,089.89 rep- 
resents the net result of the correction 
of some twenty-five minor accounting 
errors. The company apparently does 
not contest the propriety of adjusting 
its plant accounts accordingly. 

We conclude that the net amount of 


$282,989.64, representing these miscel- 
laneous adjustments, should be clas- 
sified in Account 107. 

Between 1901 and 1912, credits of 
$308,000 were made to the plant ac- 
counts by Butte Electric and Power 
Company and its subsidiaries in lieu of 


depreciation. This amount, accord- 
ingly, should be reinstated in plant ac- 
counts and credited to Account 107 
pending disposition to the depreciation 
reserve. 


Transfers to Account 108.17 

[9] Between 1897 and 1899, Butte 
General Electric Company acquired the 
common stock of Phoenix Electric 
Company for a consideration of $63,- 
141. This stock, by the intercompany 
transfers heretofore discussed, finally 
rested in the accounts of Butte Elec- 
tric and Power Company at $100,000, 
the par value of the stock in ques- 
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tion. When Phoenix merged into 
Butte in 1908, the $100,000 was 
charged to Butte Electric’s plant ac- 
counts. This amount is $36,859 in 
excess of the actual legitimate cost. 
Inasmuch as the amount applies to sev- 
eral utility departments, it is properly 
classifiable in Account 108.17, Com- 
mon Utility Plant Adjustments. 


In 1906, Butte Electric and Power 
Company sold $1,000,000 par value of 
its common stock for a cash considera- 
tion of $500,000. It used the proceeds 
to purchase from John D. Ryan a five- 
sixth interest in Great Falls Electric 
Properties. The discount of $500,000 
was charged to Butte Electric’s plant 
account upon the merger of Great Falls 
Electric Properties in 1909. This lat- 
ter amount is an improper charge to 
plant, and we find it should be classified 
in Account 108.17. 


Reinstatement of Organization Ex- 
pense 

[10] During the year 1912-13 the 
respondent incurred certain organiza- 
tion expenses aggregating $76,500.10. 
In 1914 the entire amount was 
written off to surplus. In 1929 and 
1930 certain costs were incurred by 
the respondent in connection with the 
revision of its articles of incorporation 
which amounted to $19,994.85. As of 
January 1, 1937, only the latter 
amount appeared in the respondent’s 
plant account and it was accepted by 
the staff as being a valid organization 
cost. 

However, in its revised amended 
studies the respondent eliminated as 
part of its plant cost the $19,994.85 
then appearing on its books, but rein- 
stated, and classified as organization 
expense, the difference between that 
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amount and the $76,500.10 written off 
to surplus in 1914. Thus the amount 
claimed by the respondent as organiza- 
tion expense exceeds the amount ap- 
pearing on its books as of the effective 
date of our system of accounts by $38,- 
610.41. 

We have heretofore held that when 
items are charged to expense, in ac- 
cordance with sound principles and 
practices of accounting, they should 
not be reinstated in plant accounts. 
The evidence here is that the charging 
off of organization expense was a per- 
missible accounting practice; that the 
company’s action in writing it off in 
the first instance was discretionary and 
consistent with good accounting prac- 
tices. We conclude that there is no 
authority in our system of accounts 
for such reinstatement. 


Classification in Account 110 

[11] Aside from the controversy 
concerning its cost, it apparently is 
agreed that the Missoula, or Fish 
creek, site is not now and has never 
been, used in utility service. Further- 
more, there is no evidence that that 
site is being held under a plan for fu- 
ture use for that purpose. The cost 
thereof, $179,774.13, is, therefore, to 
be classified in Account 110, Other 
Physical Property. 


Summary of Amounts Classifiable 
in Account 107 


The main amounts which we have 
classified in Account 107 arose through 
a few transactions. Write-ups totaling 
$2,600,000 were introduced in three 
early reorganizations culminating in 


Butte Electric. Then in 1912, a 
further write-up of approximately 
$20,000,000 resulted from the issuance 
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of four shares of Montana Power stock 
for each share of Butte Electric com- 
mon. 

Finally in the 1913 pooling of in- 
terests in which Ryan became major- 
ity stockholder in the company, Mon- 
tana Power exchanged $27,500,000 of 
its common and preferred stock for 
stock of Great Falls Water Power & 
Townsite Company and Thompson 
Falls Power Company, which cost 
Ryan only about $1,700,000. Mon- 
tana Power lodged the balancing $27,- 
500,000 in its accounts, representing 
an excess of about $25,800,000 over 
original cost. The write-up from this 
transaction, however, was reduced to 
something over $23,000,000 by assign- 
ment of a portion of the investment to 
a subsidiary owning the town lots. 

The foregoing write-ups total ap- 
proximately $45,600,000 which should 
be classified in Account 107. Other 
smaller items, properly classified in 
this account and in 108.17, raise the 
total to $46,891,597.41. 


Disposition of Amounts Classified in 
Accounts 107 and 108.17 


We have established $46,354,738.41 
in Account 107 and $536,859 in 
Account 108.17, a total of $46,891, 
597.41, summarized as follows: 


Account 107 

Write-ups resulting from trans- 
fer of properties from Silver 
Bow Electric Light and 
Power Company, and Butte 
Electric Light and Power 
Company, to Butte General 
Electric Company in 1892 .. 

Write-up resulting from trans- 
fer of properties of Butte 
General Electric Company to 
Butte Lighting and Power 
Company in 1899 

Write-up resulting from trans- 
fer of properties of Butte 
Lighting and Power Com- 
pany to Butte Electric and 
Power Company in 1901 .... 


$584,549.10 


139,899.72 


1,881,347.07 
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Write-up resulting from con- 
solidation of Butte Electric 


and Power Company and its 

subsidiaries in 1912 to form 

Montana 
19,663,391.11 


the present The 
Power Company 

Bond discount charged to plant 
account by Butte Electric and 
Power Company during peri- 
od 1902-1904 

Depreciation credited direct to 
plant account 

Fees paid to Phoenix Utility 
Company, an associate, in 
connection with construction 
of Morony Station 

Correction of various account- 
ing errors as set forth in de- 
tail in Appendix “D” of staff 
report 

Capital stock expense incurred 
in connection with sale of 
preferred stock during period 
1929-34 341,946.64 


Lightning arresters, not in serv- 
ice, transferred from plant 
account 

Miscellaneous improper charges 
(supervision fees and organ- 
ization expenses) transferred 
from plant 

Write-up upon organization of 
Thompson Falls Power Com- 
pany by Ryan; wherein the 
new corporation issued and 
capitalized $5,000,000 par val- 
ue of common stock in ex- 
change for lands acquired by 
Ryan from the Chicago, Mil- 
waukee & Puget Sound Rail- * 
way Company 

Write-up of power site lands by 
Great Falls Water Power & 
Townsite Company 

Further write-up upon organi- 
zation of Great Falls Power 
Company in 1910 

Write-up upon merger of Great 
Falls Power Company into 
a Power Company in 


7,671.67 
(308,000.00) 


151,888.98 


(80,089.89) 


10,266.14 


3,195.08 


4,071,112.90 
1,507,210.58 


5,700,630.81 


12,357,218.51 
Excess of recorded cost over 
original cost of inventoried 
property—unrecorded retire- 
322,499.99 


$46,354,738.41 
Account 108.17 
Write-up of Butte Lighting and 
Power Company of its invest- 
ment in the common stock of 
Phoenix Electric Company, 
subsequently transferred to 


plant account in 1908 ...... 36,859.00 
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Discount of 50% suffered by 
Butte Electric and Power 
Company through the sale of 
$1,000,000 par value of its 
common stock in the year 
1906, for the purpose of rais- 
ing $500,000 cash with which 
to purchase @ interest in the 
stock of Great Falls Electric 
Properties 


$536,859.00 


In spite of the requirements of our 
order, the respondent has failed to sub- 
mit a plan for disposing of amounts 
classified in Accounts 107 and 108.17 
except as to relatively small amounts. 

In accordance with the Uniform 
System of Accounts and on the basis 
of the record before us, we conclude 
that the following items should be dis- 
posed of as indicated: 

(1) The credit amount of $308,000, 
representing depreciation erroneously 
credited to plant account, should be 
transferred to Account 250, Reserve 
for Depreciation. 

(2) The net credit amount of $80,- 
089.89, representing the aggregate of 
numerous accounting errors should be 
disposed of by a charge of $81,898.17 
to Account 271, Earned Surplus, and a 
credit of $161,988.06 to Account 250, 
Reserve for Depreciation. 

(3) The amount of $341,946.64, 
representing capital stock expense in- 
curred in 1929-1934, should be 
charged to Account 151, Capital Stock 
Expense. 

(4) The amount of $10,266.14, 
representing lightning arresters not in 
service, should be charged to Account 
131, Materials and Supplies. 

(5) The amount of $7,671.67, 
representing discount, should be 
charged to Account 271, Earned Sur- 
plus. 

(6) The amount of $151,888.98, 
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representing intercompany profits, 
should be charged to Account 271, 
Earned Surplus. 


(7) The amount of $3,195.08, rep- 
resenting miscellaneous improper 
charges to plant, should be charged 
to Account 271, Earned Surplus. 


(8) The amount of $322,499.99, 
representing unrecorded retirements, 
should be charged to Account 250, Re- 
serve for Depreciation. 


(9) The amount of $500,000, in- 
cluded in Account 108.17, represent- 
ing discount on stock sold by Butte 
Electric to raise cash for the purchase 
of a five-sixth interest in the stock of 
Great Falls Electric Properties, should 
be charged to Account 150, Discount 
on Capital Stock. 


[12] There remains for disposition 
in Account 107 a balance of $45,905,- 
359.80, and in Account 108.17 an 
amount of $36,859, or an aggregate 
of $45,942,218.80. This amount rep- 
resents write-ups which have no place 
in respondent’s books. 


As we have seen, the various items 
going to make up this amount were, in 
each main instance, recorded as an off- 
set to balance the face amounts of 
common stock issues. Thus the ag- 
gregate write-up in plant account is 
also reflected in the capital stock ac- 
count. It is our opinion that the re- 
versal of the write-up should be ab- 
sorbed by the common -stock equity. 
This could be accomplished by a re- 
duction in the number of shares of 
stock or in the stated value thereof, or 
by a contribution by the parent com- 
pany. If the capital stock is reduced 
to absorb the charge, a small amount 
of capital stock and a_ substantial 
earned surplus will result. It is evi- 
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dent, however, that the earned surplus 
could absorb a part of the charge and 
still leave sufficient amount therein to 
afford an adequate protection to the 
preferred stockholders and to take care 
of any ordinary contingency which 
may arise. 

Considering all the relevant factors, 
we will order that the amount of $34. 
500,000 be charged to capital surplus 
account, if one is created for that pur- 
pose with the condition, however, that 
if the company fails to create such a 
capital surplus the amount shall be 
charged to earned surplus. We will 
order the balance of $11,442,218.80 
charged to the earned surplus account. 
This will leave an earned surplus of 
close to $2,000,000 or two times the 
annual preferred dividend require- 
ments, thus permitting adequate sur- 
plus for the payment of preferred divi- 
dends during the period which will be 
necessary to work out the plans for 
creating a capital surplus, if the com- 
pany elects to follow that course. 


Electric Plant Acquisition 
Adjustments 


As we have previously explained, 
the actual legitimate investment of 
utilities in electric facilities is classified 
in Balance Sheet Account 100, Elec- 
tric Plant, which account is divided 
into numerous subdivisions. The 
original cost of facilities is recordable 
in detailed primary plant accounts, 
and the difference between the actual 
cost to the accounting utility of a go- 
ing system purchased in an arm’s- 
length transaction and original cost 
of the facilities purchased is classifiable 
in a special subaccount known as Ac- 
count 100.5, Electric Plant Acquisi- 
tion Adjustments. 
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Montana Power, and its predeces- 
sor Butte Electric, acquired several go- 
ing concerns in arm’s-length transac- 
tions. In respect to these, our staff 
has classified the net amount of $5,- 
086,428.48 in Account 100.5.%* Mon- 
tana Power classified a much larger 
amount in that account, most of which 
we have found to be properly included 
in Account 107, as representing write- 
ups instead of cost. 

There were five major acquisitions 
resulting in acquisition adjustments of 
$5,288,680.87. There were also 28 
minor acquisitions giving rise to a 
credit acquisition adjustment of $202,- 
252.39 We shall discuss the major 
acquisitions, the same general prin- 
ciples being applicable to the minor 
amounts. 

The five major acquisition adjust- 
ments are as follows: 

Excess over 


Original Cost 
1902 Montana Power Transmis- 
$507,946.09 


sion 
1906 Great Falls Electric Prop- 

erties 290,836.64 
1928 Helena Gas & Electric Co. 370,180.05 
1928 Missoula Public Service Co, 2,283,999.31 
1912 Missouri River Electric & 

POWGR COs ocucicc oscncen ices 1,835,718.78 

The first amount mentioned above 
is the excess over original cost of the 
Montana Power Transmission Com- 
pany, purchased by Butte Electric, in 
1902. The minutes of the Butte Elec- 
tric board of directors, covering this 
purchase, state that it was in the in- 
terest of the company to acquire the 
controlling interest in the transmission 
company because of “the economies of 
operation and the removal of 
the possibility of competition on the 
part of the power (transmission) com- 


pany as an independent concern.” 
The properties acquired consisted of 
a small dam and a transmission line. 
The dam was abandoned many years 
ago and the transmission line was sub- 
stantially replaced and rebuilt. Evi- 
dently the original cost of the property 
retired was taken out of the books but, 
as often happens, the excess still re- 
mains on the books. 

The Great Falls Electric Properties 
excess over original cost, involving 
the amount of $290,836.64, is asso- 
ciated with the 1906 transaction in 
which Butte Electric purchased the 
properties from John D. Ryan. The 
amount relates to electric distribution 
properties acquired thirty-eight years 
ago. 

The acquisitions of the Helena and 
Missoula companies in the year 1928 
involving excesses of $370,180.05 and 
were undoubtedly 


$2,283,999.31, 
made to round out the territory of 


Montana. Both these companies op- 
erated distribution systems in the 
midst of Montana Power’s service 
area. At the time of the acquisition, 
no attempt appears to have been made 
by the purchaser to value or appraise 
the facilities acquired. The purchase 
price evidently was related to financial 
and territorial considerations, rather 
than to physical value, as such, of the 
facilities purchased. 

The main controversy, as far as the 
determination of amounts classifiable 
as acquisition adjustments (Account 
100.5) is concerned, centers around 
the properties of Missouri River Elec- 
tric and Power Company which went 
into Montana Power in the December 
12, 1912, merger. The Missouri Riv- 





. “Certain of the constituent amounts mak- 
ing up the total of $5,086,428.48 result from 
the allocation among electric, gas, water, and 
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steam-heating departments. There appears to 
be no dispute as to these allocations. 
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er Electric and Power Company was 
organized in 1912 by a reorganization 
committee to take over properties 
which the latter acquired in foreclo- 
sure proceedings from United Mis- 
souri River Power Company. United 
Missouri River Power Company, at 
the time of foreclosure, owned two hy- 
dro-electric plants on the Missouri riv- 
er, an undeveloped site and certain 
transmission and distribution proper- 
ties. One of its dams, Hauser lake, had 
washed out but was rebuilt by 1912. 
The company had power contracts 
with the Copper Company, but John 
D. Ryan, through his connections 
with the latter, obtained the contracts 
for his Great Falls Power Company. 
The company was unable to meet its 
obligations. Foreclosure proceedings 


were instituted and the properties were 
disposed of to a reorganization com- 


mittee, under court decree, the deed 
being approved as of May 1, 1912. 
The Missouri River Electric and 
Power Company, formed by the re- 
organization committee, assumed cer- 
tain underlying obligations, issued its 
securities to the holders of certain 
notes and bonds of the predecessor 
company, and, in addition, issued $1,- 
000,000 par amount, being all of its 
common stock, to Butte Electric, 
thereby becoming a subsidiary of the 
latter, in exchange for Butte Electric’s 
lease of its facilities. The face amount 
of the securities issued by Missouri 
river was, in effect, charged to its 
plant account. It is not denied that 
this represented an excess of $2,835,- 
718 over the original cost of the con- 
structed properties and the book cost 
of the lands. Butte Electric recorded 
the $1,000,000 at a figure of $1. Un- 
der the lease agreement, for which ar- 


rangements had been made prior to 
May 1, 1912, Butte Electric agreed to 
service the debt of Missouri river for 
999 years. 

In the merger and consolidation of 
December 12, 1912, the difference be- 
tween the $1,000,000 charged to Mis- 
souri river’s plant account in connec- 
tion with the issuance of its common 
stock, and the $1 recorded by Butte 
Electric in its investment account, or 
$999,999, was eliminated. This left 
an excess, of book cost over original 
cost, of $1,835,718.78 which, as has 
been indicated, represented the differ- 
ence between the face value of securi- 
ties issued and assumed in the reor- 
ganization proceeding (exclusive of 
common stock) and original cost of the 
properties. The company claims this 
difference was part of the cost of a 
then undeveloped site known as “Holt- 
er.” The staff took the position that 
the amount represented intangibles, 
not identifiable with the cost of the 
undeveloped site. 

The accounts of the old United 
Missouri River Power Company un- 
doubtedly were greatly inflated. The 
evidence shows that Amalgamated 
Copper Company held $3,954,500 face 
value of the securities, including $1,- 
749,500 of bonds, debentures, notes, 
and preferred stock which it carried at 
about $1,400,000. It considered these 
securities worthless and had made 
plans to charge off the investment. 
However, Mr. John D. Ryan agreed 
to bail out the Copper Company in 
consideration for obtaining its power 
contracts, which he took away from 
Missouri River and gave to his Great 
Falls Power Company. Great Falls 
Power Company assumed a note lia- 
bility to the Copper Company for the 
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securities mentioned which, in turn, 
were exchanged for those of the reor- 
ganized company. Thus it is possible 
that the entire $1,835,718 in question 
should more properly be classified in 
Account 107. In view of all the cir- 
cumstances, however, we will accept 
that amount as legitimate cost and will 
prescribe proper accounting therefor. 

As stated above, the company claims 
the entire amount represents addition- 
al cost of the undeveloped Holter site. 
In support of this position, it offered 
witnesses who testified as to the value 
of the site at the time of acquisition, 
reflecting the added value estimated as 
attaching to the site if operated by a 
single company in codrdination with 
the several water-power developments 
on the river. These witnesses, how- 
ever, admitted on cross-examination 
that the consideration of such factors 
had not been brought to the attention 
of the directors or officers of the com- 
pany at the time and that there 
had been no contemporaneous val- 
uation. 

The direct testimony of these com- 
pany witnesses is contradicted by a 
letter from Butte Electric’s general 
manager Hebgen to president Wet- 
more, written on June 26, 1912, about 
amonth after his company took over 
control of Missouri River Power. In 
that letter Hebgen states that it was 
still to be determined whether to com- 
plete the development of the Holter 
site, on which a million and a half dol- 
lars had already been spent, or to go 
ahead with the development at Great 
Falls. He indicates clearly that an 
engineering study of the combined wa- 
ter powers of the river was still to be 
made, including revised estimates of 


the cost of completing the Holter proj- 
ect. Actually work on the Holter site 
had been abandoned at the time of ac- 
quisition by Butte Electric. Previous- 
ly, a nationally known engineering 
firm employed by Butte Electric to 
make a study of the power situation 
in Montana, had reported in 1910 that 
the Holter site was devoid of natural 
advantages for development by Butte 
Electric; that the cost to install the 
plant at Holter would be almost 
double that for another site, with the 
same productive capacity ; and that un- 
til the power market in Montana had 
increased from 44,000 horsepower to 
186,000 horsepower, there would be 
no economic reason for completing the 
Holter project. 

Elimination of the Missouri River 
Company as a potential competitor 
must also be considered. The com- 
pany had transmission lines running 
through the city of Butte, heart of 
Butte Electric’s distribution territory. 
Its Hauser dam had been rebuilt. It 
had lost its wholesale business to 
Ryan’s Great Falls Power Company. 
As early as December 31, 1908, a re- 
port of the engineering firm already 
mentioned had pointed out that loss of 
these contracts would leave Missouri 
River nothing to do but to compete 
for the distribution business, The 
same engineers reiterated in a 1910 
study that the company was a compet- 
itive threat. This was admitted by 
company witness Kelley in the present 
proceeding. 

The company has not sustained the 
burden of proof justifying the assign- 
ment of the excess associated with the 
Missouri River Company to the Hol- 
ter site.** On the contrary, the weight 





%It is interesting to note that, in so allocating the book amount, the company has allocat-, 


[15] 
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of evidence sustains the contention of 
the staff that the amount is not iden- 
tifiable with the tangible property. 
We, therefore, find that the amount of 
$1,835,718.78 is an excess over orig- 
inal cost which is properly classifiable 
in Account 100.5. 


Disposition of 100.5 Amounts 


[13] We have found that the 
amount properly classifiable in Ac- 
count 100.5 is $5,086,428.48. The 
question arises as to the proper ac- 
counting treatment to be accorded that 
amount. 

Amounts included in primary plant 
accounts, with the sole exception of 
land, generally are subject to depre- 
ciation and amortization. It is, there- 
fore, probably true that, if the compa- 
ny at the time of the acquisitions had 
treated the amounts in question as as- 
sociated with depreciable properties, a 
major portion of these excesses would 
have long since disappeared from the 
books as the properties were retired. 

The amount we are discussing has 
been in the accounts a considerable pe- 
riod of time, some of it as long as 
forty-two years, without any provision 
for amortization. In general, we be- 
lieve the amount represents payments 
for elimination of the threat of com- 
petition, the rounding out of service 
areas, and payments for prospective 
earnings, rather than an excess of pur- 
chase cost over original cost of physi- 
cal facilities. Accordingly, based up- 
on the evidence in this case, we con- 
clude that the amount of $5,086,- 


428.48 does not represent payments 
for tangible property now in service, 
The company contends that the cost 
of intangibles should remain on its 
books, unamortized and undiminished, 
indefinitely in the future. On the oth- 
er hand, there is a body of opinion 
which holds that the presence of large 
intangibles on the books of public util- 
ities is not compatible with sound reg- 
ulatory principles. Even witness for 
the company Paton has written: 
“The existence of general intangible 
value based upon superior earning 
power represents a condition in the 
utility field which is not in harmony 
with the ordinary conception of ade- 
quate regulation. Superior earning 
power, in other words, is incompatible 
with a system under which income is 
restricted to a ‘fair rate of return.’” 
—Wm. A. Paton, Advanced Account- 


ing, p. 436. 

Consistent with our action in simi- 
lar cases heretofore decided, therefore, 
we reject respondent’s contention that 
the amounts should be kept in the ac- 
counts indefinitely without diminution 


by amortization or otherwise. Con- 
sidering all the facts in this case, 
amortization over a reasonable period 
of time seems proper. Accordingly 
we shall order the amount of $5,086,- 
428.48, includible in Account 100.5, 
to be amortized over a period of fifteen 
years, beginning in 1945, by equal an- 
nual charges to Account 537, Miscel- 
laneous Amortization. This is in ac- 
cordance with our determination in 
the Pacific Power and Light Company 
Case in which we were sustained by 





ed only the original cost to the sites which 
were developed at the time, i.e., Hauser Lake 
and Canyon Ferry, but has attempted to al- 
locate eleven times the original cost to the 
then uneconomic and nonrevenue-producing 
Holter site. The company would have us be- 
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lieve that the original cost and no more was 
paid to the extent of some $8,000,000 of op- 
erating properties while the entire excess over 
original cost was paid for the unoperated 
property. This, in view of the evidence, we 
are unable to do. 
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the circuit court. Pacific Power & 
Light Co. v. Federal Power Commis- 
sion (1944) 53 PUR(NS) 12, 141 
F(2d) 602. 


Reservation As to Licensed Projects 


[14] This Commission, under Part 
I of the Federal Power Act, is respon- 
sible for the licensing of hydroelectric 
projects subject to the jurisdiction of 
the United States. We have hereto- 
fore pointed out that certain of the 
properties involved in this proceeding 
consist of such water-power develop- 
ments on well-known rivers. The 
Kerr project, the Flint creek project, 
the Madison plant and reservoir, and 
the Hebgen reservoir are already un- 
der license. The company has an ap- 
plication for license pending for the 
Thompson Falls project. Under date 
of July 27, 1943, we issued an or- 
der requiring the company to show 
cause why it should not apply for li- 
censes for the Canyon ferry, Hauser 
lake, Holter, Black Eagle, Rainbow, 
Ryan (Volta) and Morony projects, 
all involving the use of power sites 
considered in this proceeding. 

Under Part I of the Federal Power 
Act we are required, among other 
things, to determine the actual legiti- 
mate original cost of licensed projects. 
Accordingly, nothing herein contained 
shall be construed as a finding of ac- 
tual legitimate original cost of any 
projects of the Montana Power Com- 
pany, which are now under license 
or which may hereafter come under 
license, 


In this connection, we may recall 
that accounting on a cost basis 
has for many years been an essential 
element of Federal policy in relation 
to hydroelectric projects subject to 
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the authority of the Congress. As al- 
ready noted, an important considera- 
tion, in connection with the form of 
the consolidation adopted to bring all 
power interests in Montana into The 
Montana Power Company, involved 
avoidance of action which would dis- 
turb the existing United States gov- 
ernment permits under which sub- 
sidiaries of Butte Electric were operat- 
ing water power projects. The evi- 
dence in this case suggests that even 
then the Secretary of the Interior was 
incorporating into new permits a pro- 
vision permitting the Secretary of the 
Interior to require the surrender of 
the project to the United States or to 
a state or municipality at a price which 
would exclude “going concern,” “con- 
tract,” or “power site” value. 

These new provisions foreshadowed 
§§ 14 and 20 of the Federal Water 
Power Act of 1920 (now Part I of 
the Federal Power Act). 

Section 14, 16 USCA § 807, pro- 
vides for the right of the United 
States, after expiration of a license, 
to take over a project on payment of 
net investment. It provides further 
that “Such net investment shall not 
include or be affected by the value of 
any lands, rights of way, or other 
property of the United States licensed 
by the Commission under this act, by 
the license or by goodwill, going val- 
ue, Or prospective revenues; nor shall 
the values allowed for water rights, 
rights of way, lands, or interest in 
lands be in excess of the actual rea- 
sonable cost thereof at the time of ac- 
quisition by the licensee.” 

Section 20, 16 USCA § 813, pro- 
vides that: “In any valuation of the 
property of any licensee hereunder for 
purposes of rate making, no value shall 
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be claimed by the licensee or allowed 
by the Commission for any project or 
projects under license in excess of the 
value or values prescribed in § 14 
hereof for the purposes of purchase by 
the United States.” 

The claims of Montana Power in 
this case appear to be in direct conflict 
with this Federal policy applying to 
water-power development. For, in its 
“Factual Statement on Re- 
vised Original Filing” submitted to 
the Commission in 1943, it attempts 
to justify the retention of large ex- 
cesses Over original cost on its books 
by reference to the “enormous value” 
of the Great Falls, Thompson Falls, 
and other water powers “in view of 
the prospective earnings of those wa- 
ter powers.” 

An order will be issued in accord- 
ance herewith. 


MAaNLy, Chairman, and OLps, Com- 
missioner, concurring: One aspect of 
this case merits more extended discus- 
sion, i.e., the character of the expert 
accounting testimony we are asked to 
accept as supporting the company’s 
contention that the cost of a property 
may be increased by any transaction 
having the form of a consolidation, 
merger, or sale regardless of the rela- 
tionship of the parties. Cross-exam- 
ination of the company witnesses re- 
vealed that their view inevitably leads 
them to the extremes of value account- 
ing which jeopardized the interests of 
hundreds of thousands of investors 
and rendered rate regulation largely a 
sham during the high tide of the hold- 


ing company era. We will glance 
briefly at the cross-examination of Dr, 
Paton to illustrate this point. 

Dr. Paton made it clear that as long 
as some kind of formal document con- 
tained the pertinent book figures, the 
accountant’s inquiry would be prac. 
tically at an end. Thus he testified: 

“Of course, I must say that I have 
been schooled to respect my legal 
brethren to a considerable extent, and 
when they draw up a contract and say 
the price is $5,000,000, I don’t like, 
as an accountant, to say they are dead 
wrong.” 

Even the absence of a valuation 
made at the time, he said, would not 
impeach the figures. He continued: 

“T suppose those agreements and 
those statements represent at least su- 
perficially, if not in any more funda- 
mental sense, the determination of the 
parties to the transaction.” 2 

A few minutes later, he concluded: 

“In other words, the accountant or- 
dinarily is not critical of action taken 
by companies or by a company that 
may be in contemplation of, or partly 
the result of, particular types of legis- 
lation.” 

Dr. Paton indicated in many ways 
that he believed in accounting on a 
value, rather than a cost, basis. Al- 
though he was only called upon to 
justify the establishment of “cost” on 
a value basis in a less-than-arm’s- 
length transaction, he testified that he 
“would not want to say it is improper 
to record increase in value on the 
books without a transaction” and that 
he held “‘no brief against the recording 





1 Similarly, witness Henry Horne, cross- 
examined on a hypothetical case similar to 
that in which an issue of 4 shares of Montana 
Power $100 par stock for one share of Butte 
Electric $100 par stock led to a $20,000,000 
write-up, said: “I think if men who have the 
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responsibility of directors . . declare that 
they are receiving value for the stock they 
are ordering to have issued, that that certainly 
goes a very long way towards convincing me 
that the transaction is . . . a bona fide 
transaction.” 
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of value, an increase in value on the 
books of the company under special 
circumstances.” 

This tendency, in testimony before 
this Commission, toward value ac- 
counting is in contrast with the views 
expressed by Dr. Paton in his address 
entitled “Recent and Prospective De- 
velopments in Accounting Theory,” 
before the Harvard University Grad- 
uate School of Business Administra- 
tion in 1940, In that speech he said: 

“A careful examination of the whole 
picture, including sympathetic consid- 
eration of the possibilities of appraisals 
and conversion through the use of in- 
dex numbers, tends to the conclusion 
that the accountant has been on the 
right track in giving his allegiance to 
the cost basis.” 

In spite of this strong statement, his 
testimony was to the effect that, under 
certain circumstances, it would not 
even be necessary for a new corpora- 
tion to be formed or to have any kind 
of transaction in order to give a write- 
up validity. After stating that he 
would insist that a direct write-up be 
earmarked, he nevertheless agreed 
that in case of a “quasi-reorganiza- 
tion”® it would not be necessary to 
separate the adjustment from the rest 
of the account. 

Dr. Paton stated that, if the matter 
were properly controlled, there was a 
practical accounting procedure by 
which the books of the corporation 


could be altered from time to time to 
reflect changes in valuation. It it 
were worked out through a new cor- 
poration he would assume, for ac- 
counting purposes, that there had been 
a change of ownership “even though 
the stockholders of the two companies 
might be identical.’”” When asked how 
the purchase price should be classified, 
particularly if it represented capitaliza- 
tion of earning power, he said he 
would begin by valuing the physical 
inventory items, and then continued : 

“Now, if the total purchase price on 
a bona fide commercial basis exceeds 
this total that I have so compiled, then 
I would say that that difference is or- 
dinarily not classifiable for distribu- 
tion over these physical resources, but 
is rather a sort of essence which may 
be attributed to various specific fac- 
tors, or it may be very difficult to at- 
tribute it to various specific factors, 
but sort of permeates the whole situa- 
tion representing a reconciliation be- 
tween the commercial value of the 
property and the total, and the sum of 
the constituent parts considered in- 
dividually. 

“The business enterprise is one of 
those peculiar situations in which the 
value of the whole may be either great- 
er or less commercially than the value 
of the constituent physical parts if we 
just put on blinders and go around 
and look at them one by one because 
of this very earning power factor.’”® 





2A “quasi-reorganization” occurs without 
the creation of a new corporation or a trans- 
fer of assets; it is merely a very informal 
Procedure by which an existing corporation 
restates its asset, surplus, and capital stock 
accounts. 

8The witness was also vague when asked to 
consider a hypothetical case similar to that in 
which John D. Ryan, as a director of the Mil- 
waukee Railroad, purchased the Thompson 
Falls power site for $950,000 and immediately 
turned it over to a corporation, which he had 
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caused to be organized for that purpose, for 
$5,000,000 par value of its stock. When asked 
whether, as auditor for the railroad, he would 
consider that Ryan had made a profit, he re- 
lied : 

“It seems to me I might very easily decide 
there was no profit, or I might so decide if 
I were in that situation; at the same time, 
in view of the resolution of the board of di- 
rectors and so on, particularly in view of the 
fact that ‘R’ does finally receive stock in the 
‘M’ company, which is a larger enterprise and 
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When it was pointed out that the 
capitalization of earnings in the public 
utility field led to the vicious circle— 
lag in regulation gives rise to high 
earnings, high earnings justify writ- 
ing up capital, and written-up capital 
justifies high earnings—the witness 
placed a ceiling on capitalization, 
which he termed the zone of “regula- 
tory reasonableness.” As to capitali- 
zation above the zone of “regulatory 
reasonableness,” he said: 

“Tt is a speculative premium paid 
on the assumption there is a lag in 
regulation and I don’t think a buyer 
has a right to complain if his notion 
about that lag proves to be erro- 
neous.” * 

If, according to Dr. Paton, the 
“total purchase price is a fantastic fig- 
ure on which nobody but a wild man 
can expect to earn, we have a situation 
which is not necessarily 
countenanced by a regulatory agency 
for any length of time, and a portion 
of such investment may very shortly 
prove to be lost as a result of the fail- 
ure of the anticipated earnings to ma- 
terialize. - 

The foregoing illustrations show 
clearly why the kind of accounting, ad- 
vocated by company witnesses, would 
be unsafe and contrary to the public in- 
terest for regulated public utilities. 


Write-ups on a speculative basis are 
envisaged as being in accord with 
sound accounting principles. But 
such write-ups, as conceded in the 
above quotation, might leave the in- 
nocent investors in utility securities in 
serious jeopardy. If their theory of 
accounting were to be accepted, regu- 
latory bodies could accord such in- 
vestors little, if any, protection against 
most sanguine promoters. As a matter 
of fact, the tremendous losses suffered 
by investors at the end of the holding 
company era provide an impressive ex- 
ample of the inability of regulation to 
protect investors when such principles 
are accepted. 

Finally, it may be noted that Henry 
Horne, another of Montana Power’s 
accounting witnesses, testified on 
cross-examination that stock could be 
issued without adequate consideration 
at the time of the organization of the 
company and that he would not con- 
sider it a write-up. He had previously 
stated that “there is nothing reprehen- 
sible about the word ‘write-up.’ ” 

In this connection the present rec- 
ord shows that Mr. Horne in 1943 
wrote a letter to the chairman of this 
Commission attacking certain state- 
ments in the brief filed by counsel for 
the Commission in the Northwestern 
Electric Company Case, which was 





has considerably more stock than is involved 
in the particular transaction, that I might 
come to the conclusion that a profit was in- 
volved.” 

#In this connection we may recall again 
that in 1929, when Montana Power’s nominal 
subsidiary, Rocky Mountain Power, applied 
for a permit to develop the Flathead Lake 
Project, Walter H. Wheeler opposed the ap- 
plication and cited the inflation in Montana 
Power’s books. The company answered that, 
although its books reflected an amount of 
$100,000,000, it earned only on an investment 
of $45,000,000. It disagreed with the use of 
the par value of securities issued in the 1913 
transactions as a measure of the cost of the 
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properties. Thus, even assuming Dr. Paton’s 
thesis that a cost can be created by a transfer 
from one corporation to another where arm’s- 
length relations are entirely lacking, we ap- 
parently have a situation in the case of Mon- 
tana Power where, to use his own words, ele- 
ments of investment have become of shorter 
life because they represented “the donning of 
rosy-colored glasses or two or three pairs of 
rosy-colored glasses in making the original 
investment.” In other words, we have here a 
case where the company apparently “made a 
commitment which is outside the zone of rea- 
sonable expectation in view of regulatory con- 
ditions.” 
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then pending before the ninth circuit 
court of appeals ([1943] 48 PUR 
(NS) 65, 134 F(2d) 740). In that 
letter he also took the position that 
a $3,500,000 issue of stock without 
consideration was not a write-up. 
But the Supreme Court of the United 
States, in a unanimous opinion writ- 
ten by Mr. Justice Roberts (1944) 
321 US 119, 88 L ed 596, 52 PUR 
(NS) 86, 64 S Ct 451, held other- 
wise. 

Mr. Horne wrote this letter as one 
speaking for the Committee on Util- 
ity Accounting of the American In- 
stitute of Accountants, and signed the 
letter as chairman of that committee. 
But the record shows that no other 
member of the 7-man committee par- 
ticipated actively in the letter. In 
fact only two members besides Mr. 
Horne expressed willingness to be 
associated with it. Two other mem- 
bers asked to be dissociated from par- 
ticipation because they were partners 
in the firm of Haskins & Sells, ac- 
countants for the American Power & 
Light, holding company which con- 
trolled Northwestern Electric. A 
representative of the firm had testified 
for the company in the Northwestern 
Case. 


In spite of the fact that only three 
of the seven members of the commit- 
tee had approved the letter, Horne 
allowed the “Journal of Accountancy” 
to publish it as an expression of the 
committee. Furthermore, counsel for 
Northwestern Electric brought it to 
the attention of the court of appeals 
after oral argument but before de- 
cision. Their petition for rehearing 
also quoted it at length and referred 


to it as “in our opinion, unanswera- 
ble.” 
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Commission counsel, in objecting to 
the petition for rehearing, referred 
briefly to the company’s use of this let- 
ter, asserting that “gratuitous and er- 
roneous statements, made completely 
dehors the record, without benefit of 
oath, cross-examination, or submis- 
sion to the Commission cannot serve 
the purpose of testimony.” Commis- 
sion counsel also called attention to 
the fact that Horne’s letter had been 
completely answered by Mr. A. C. 
Colbert, chief accountant of the Wis- 
consin Public Service Commission, in 
an article in which he stated: 

“The accounting profession has a 
duty to the public. Its body of ac- 
counting principles must be tinged 
with the public interest else its proce- 
dures and utterances will be accorded 
no greater significance than that given 
the servants of its clients.” 

The testimony of the accounting 
witnesses produced by The Montana 
Power Company representing, in the 
main, an attempt to support the claims 
of their client rather than an expres- 
sion of sound accounting principles 
consistent with the purposes of the 
Federal Power Act, cannot, in our 
opinion, be accorded substantial weight 
in reaching a correct decision in this 
case. 


ORDER 


Upon consideration of the previous 
orders in this proceeding, the evidence 
adduced of record, and the briefs and 
oral arguments of counsel before the 
Commission sitting en banc, and hav- 
ing on this date made and entered its 
Opinion No. 120 in this matter, which 
hereby is incorporated by reference as 
a part hereof, 


The Commission further finds that: 
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(1) The Montana Power Company 
(“Montana Power’’) is a “public util- 
ity” within the meaning of that term 
as used in the Federal Power Act and 
is subject to the Commission’s ac- 
counting requirements. 

(2) In intercorporate transfers of 
the properties of Silver Bow Electric 
Light & Power Company and Butte 
Electric Light & Power Company 
(not to be confused with Butte Elec- 
tric & Power Company) to Butte Gen- 
eral Electric Company (“Butte Gen- 
eral”), a predecessor of Butte Electric 
& Power Company, in October, 1892, 
an increase of $584,549.10 was re- 
corded in the plant account of Butte 
General over the aggregate of the 
amounts recorded on the books of Sil- 
ver Bow Electric Light & Power Com- 
pany and Butte Electric Light & 
Power Company. That increase was 
a write-up and did not represent actual 
legitimate cost to Butte General. 

(3) In an intercorporate transfer 
of the properties of Butte General to 
Butte Lighting & Power Company on 
November 1, 1899, an increase of 
$139,899.72 was recorded in the plant 
account of Butte Lighting & Power 
Company over the amount recorded 
on the books of Butte General. This 
increase was a write-up and did not 
represent actual legitimate cost to 
Butte Lighting & Power Company. 
The write-up included in the plant ac- 
count of Butte General, referred to in 
finding (2), above, did not become 
actual legitimate cost to Butte Light- 
ing & Power Company, as a result of 
the November 1, 1899, transaction, or 
otherwise, but continued as a write- 
up on the books of Butte Lighting & 
Power Company. 


(4) In an intercorporate transfer 
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of the properties of Butte Lighting §& 
Power Company to Butte Electric & 
Power Company (“Butte Electric’) 
in September, 1901, an increase of $1,- 
881,347.07 was recorded in the plant 
account of Butte Electric. This in- 
crease was a write-up and did not 
represent actual legitimate cost to 
Butte Electric. The write-ups includ- 
ed in the plant account of Butte Light- 
ing & Power Company, referred to in 
finding (3), above, did not become 
actual legitimate cost to Butte Electric 
as a result of the September, 1901, 
transaction, or otherwise, but con- 
tinued as write-ups on the books of 
Butte Electric. 

(5) Between 1901 and 1912 the 
plant accounts of Butte Electric and 
its subsidiaries named in finding (9), 
below, were reduced by direct credits 
for depreciation in a total amount of 
$308,000. 

(6) An increase of $36,859 in plant 
account was recorded on the books of 
Butte Electric as a result of the vest- 
ing of the ownership of the properties 
of Phoenix Electric Company in Butte 
Electric on September 30, 1908. This 
increase was a write-up, and did not 
represent actual legitimate cost to 
Butte Electric. 

(7) An increase of $500,000 in 
plant account was recorded on the 
books of Butte Electric as a result of 
the vesting of the ownership of Great 
Falls Electric Properties in Butte Elec- 
tric in 1909. This amount represented 
a discount incurred in the sale by Butte 
Electric of its common stock and was 
erroneously charged to plant account. 

(8) Prior to December 12, 1912, 
bond discount in the amount of $7,- 
671.67 and miscellaneous charges 
totaling $3,195.08 were improperly in- 
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cluded in electric plant account by 
Butte Electric. These were erroneous 
charges and did not represent actual 
legitimate cost of plant to Butte Elec- 
tric. 

(9) In a merger and consolidation 
of Butte Electric and its subsidiaries, 
Madison River Power Company, Bill- 
ings & Eastern Montana Power Com- 
pany, and Missouri River Electric and 
Power Company, with and into Mon- 
tana Power on December 12, 1912, an 
increase of $19,663,391.11 in plant 
account was recorded on the books of 
Montana Power over the aggregate of 
the amounts previously recorded on 
the books of the constituent companies. 
This increase was a write-up and did 
not represent actual legitimate cost to 
Montana Power. The write-ups in- 


cluded in the plant account of Butte 
Electric, referred to in findings (2), 


(3), (4), and (6), above, did not be- 
come actual legitimate cost to Mon- 
tana Power as a result of the Decem- 
ber 12, 1912, merger and consolida- 
tion, or otherwise, but continued as 
write-ups in the plant account of Mon- 
tana Power. The other erroneous 
charges and credit referred to in Find- 
ings (5), (7), and (8), above, were 
also carried forward and improperly 
included in the plant account of Mon- 
tana Power. 

(10) In 1908 John D. Ryan pur- 
chased all of the stock of Great Falls 
Water Power & Townsite Company 
(“Power & Townsite”) for $1,538,- 
246.46, and in 1909 sold one-half of it 
to Butte Electric at a cost to Butte 
Electric of $2,500,000. The cost to 
Ryan of the one-half of the stock of 
Power & Townsite which he retained 
was $769,123.23. The total of the 
cost to Butte Electric of the half it pur- 
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chased and the cost to Ryan of the 
half he retained was $3,269,123.23. 
Of that amount, $2,083,124.31 repre- 
sents the part of the cost to Ryan and 
Butte Electric of power sites which 
were subsequently recorded on the 
books of Montana Power and which 
had been recorded on the books of 
Power & Townsite at $3,590,334.89. 
The difference between $2,083,124.31 
and $3,590,334.89 or $1,507,210.58 
was a write-up in the plant account of 
Power & Townsite and did not repre- 
sent actual legitimate cost to Butte 
Electric and Ryan. 


(11) In an intercorporate transfer 
of the power properties of Power & 
Townsite to Great Falls Power Com- 
pany in 1910, an increase of $5,700,- 
630.81 was recorded in the plant 
account of Great Falls Power Com- 
pany over the amount recorded on the 
books of Power & Townsite. This in- 
crease was a write-up and did not 
represent actual legitimate cost to 
Butte Electric and Ryan. The write- 
up of $1,507,210.58 referred to in 
finding (10), above, did not become 
actual legitimate cost as a result of 
the 1910 transaction, or otherwise, but 
continued as a write-up on the books 
of Great Falls Power Company. 

(12) An increase of $4,071,112.90 
in plant account over cost to John D. 
Ryan was recorded on the books of 
Thompson Falls Power Company as 
a result of the transfer from Ryan to 
that company of the Thompson Falls 
and Missoula sites in February, 1913. 
This increase was a write-up and did 
not represent actual legitimate cost to 
Thompson Falls Power Company. 

(13) An increase of $12,357,- 
218.51 in plant account was recorded 
on the books of Montana Power as a 
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result of the vesting of the ownership 
of Great Falls Water Power & Town- 
site Company (“Power & Townsite”’) 
in Montana Power on February 11, 
1913, and the subsequent vesting of 
title to underlying properties of Power 
& Townsite in Montana Power. This 
increase was a write-up and did not 
represent actual legitimate cost to 
Montana Power. The write-ups and 
other improper charges and credit in- 
cluded in the plant account of Mon- 
tana Power, referred to in finding 
(9), above, and in the plant account 
of Great Falls Power Company, re- 
ferred to in finding (11), above, and 
in the plant account of Thompson Falls 
Power Company, referred to in find- 
ing (12), above, did not become actual 
legitimate cost to Montana Power as 
a result of the pooling of the inter- 
ests of John D. Ryan with the other 
interests which had been represented 
in Butte Electric by the vesting of 
ownership of Power & Townsite and 
Thompson Falls Power Company in 
Montana Power on February 11 and 
13, 1913, and the subsequent vesting 
of title to underlying properties of 
those companies in Montana Power, 
or otherwise, but continued as write- 
ups and other improper charges and 
credit in the plant account of Montana 
Power. 

(14) For the construction of its 
Morony hydroelectric generating sta- 
tion in 1929 and 1930, Montana 
Power paid Phoenix Utility Company, 
an associated construction company, a 
5 per cent fee amounting to $151,- 
888.98 over and above all costs in- 
curred by Phoenix. This fee was not 
actual legitimate cost to Montana 
Power and the recording thereof in 
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the plant account of Montana Power 
was a write-up. 
(15) An amount of $322,499.99 is 
included in Montana Power’s plant ac- 
counts which has not been identified 
as representing cost of any part of 
Montana Power’s plant. 
(16) $341,946.64 in Montana 
Power’s proposed reclassification of its 
accounts represents capital stock ex- 
pense incurred by Montana Power in 
1929 to 1934; $10,266.14 represents 
materials and supplies ; and a net credit 
amount of $80,089.89 represents prop- 
er correction of accounting errors, 
(17) The write-ups referred to in 
findings (6 )and (7), above, and in- 
cluded in the amounts referred to in 
finding (13), above, arise out of trans- 
actions involving electric, steam heat- 
ing and street railway plant, and are 
properly includible in Account 108.17, 
Common Utility Plant Adjustments, 
pending proper disposition. All other 
write-ups and other improper charges 
in plant accounts, referred to and in- 
cluded in findings (2) to (16), inclu- 
sive, above, are properly includible in 
Account 107, Electric Plant Adjust- 
ments, pending proper disposition. 
(18) It is reasonable and appropri- 
ate for the purposes of the Federal 
Power Act that the write-ups and 
other improper charges in the plant 
account of Montana Power be disposed 
of as follows: 
($308,000.00) referred to in finding (5), by 
transfer to Account 250, 
Reserve for Depreciation. 

referred to in finding (7), by 
a charge to Account 150, 
Discount on Capital Stock. 

referred to in finding (8), by 
a charge to Account 27], 
Earned Surplus. 

referred to in finding (8), by 


a charge to Account 271, 
Earned Surplus. 


$500,000.00 


$7,671.67 


$3,195.08 
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$151,888.98 referred to in finding (14), by 
a charge to Account 271, 
Earned Surplus. 

referred to in finding (15), by 
a charge to Account 250, 
Reserve for Depreciation. 

referred to in finding (16), by 
a charge to Account 151, 
Capital Stock Expense. 

referred to in finding (16), by 
a charge to Account 131, 
Materials and Supplies. 

referred to in finding (16), by 
a charge of $81,898.17 to 
Account 271, Earned Sur- 
plus, and ‘a credit of $161,- 
988.06 to Account 250, Re- 
serve for Depreciation. 

referred to in findings (2), 
(3), (4), (6), (9), (10), 
(11), (12), and (13), b 
charge of $34,500,000 to he 
count 270, Capital Surplus, 
if created for that purpose, 
otherwise to Account 271, 
Earned Surplus, and a 
charge of $11,442,218.80 to 
Account 271. 


$322,499.99 
$341,946.64 
$10,266.14 


($80,089.89) 


$45,942,218.80 


$46,891,597.41 Total. 


(19) Montana Power’s proposed 
inclusion of $58,605.26 in Account 
301, Organization Expense, involves 
a reaccounting for $38,610.41, which 
amount was properly written off its 
books in 1914 by Montana Power. 
The only part of the $58,605.26 prop- 
erly includible in Account 301 is $19,- 
994.85. 

(20) The property of Montana 
Power known as the Missoula site is 
not in service and is not held with 
any definite plan for its development, 
and $179,774.13 representing cost 
thereof is properly includible in Ac- 
count 110, Other Physical Property, 
and not in Account 101, Electric 
Plant in Service, Sub-Account 320, 
Land and Land Rights, or in Account 
104, Electric Plant Held for Future 
Use. 


(21) The following amounts on the 
books of Montana Power represent 
the difference between original cost of 
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electric properties acquired as operat- 
ing units or systems and the cost to 
Montana Power of acquiring such 
properties and are properly classified 
in Account 100.5, Electric Plant 
Acquisition Adjustments : 


Amount . 
$507,946.09 


1,835,718.78 
(29,201.11) 
(2,374.66) 


82,436.01 
(114,682.24) 
105,704.78 


(64,024.10) 


7,002.71 
42,098.15 
(2,860.01) 
(6,224.00) 


148.95 
(8,086.97) 
(11,169.15) 


Property Acquired 
Montana Power Transmission 
~~ Missouri River Compa- 


Gallatin Lt. Power and Railway 

Livingston Water Power Co. . 

Yellowstone and Billings Prop- 
erties 

Misc. Minor Acquisitions 

Deer Lodge Electric Company 

— Electric and Power 


Roaebin Electric Company .. 
Boston and Corbin Mining Co. 
Melstone . Distribution System 
— Coal and Iron Compa- 


Hardin Light and Power Co. .. 
White Sulphur Springs System 
National Realty Company .... 
Butte Machinery Company .... 
Montana Utilities Company .. 
Rosebud Power Company .... 
Bowen Bros. Electric Co. 
Granite County Power Co. .... 
Economy Power Company .... 
Harrison Distribution System 
Basin-Comet Line and System 
Northwestern Improvement Co. 
Montana Consolidated Mines .. 
Anaconda Copper—Electric 

Property (62,683.69) 
Idaho Transmission Company 1,231.19 
Helena Gas & Electric Company 370,180.05 
Missoula Public Service Com- 

2,283,999.31 


(4,450.23) 
290,836.64 
20,051.49 


$5,086,428.48 


pany 

Phoenix Electric Company .... 
Great Falls Electric Properties 
Havre Electric Company 


(22) None of the amounts classifia- 
ble in Account 100.5 referred to in 
finding (21), above, have been shown 
to represent payments for tangible 
property now in service. It is there- 
fore reasonable and appropriate for 
the purposes of the act that the net 
amount thereof be disposed of by equal 
annual charges to Account 537, Mis- 
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cellaneous Amortization, over a period 
of not to exceed fifteen years, begin- 
ning with the calendar year 1945. 


And the Commission orders that: 


(A) The Montana Power Com- 
pany classify the amounts on_ its 
books, referred to in finding (17), 
above, as therein indicated, and dis- 
pose of such amounts as set forth in 
finding (18), above. 

(B) The Montana Power Com- 
pany classify the amount on its books, 
referred to in finding (20), above, as 
therein indicated. 

(C) The Montana Power Com- 
pany classify the amounts on its 
books, referred to in finding (21), 
above, as therein indicated. 

(D) The Montana Power Com- 
pany submit on or before January 31, 
1946, certified copies of accounting 
entries effecting compliance with the 
requirements of paragraphs (A), (B) 
and (C) above. 

(E) The Montana Power Com- 
pany dispose of the amounts classified 
in accordance with paragraph (C), 


above, as set forth in finding (22), 
above, and submit within thirty days 
after the close of each calendar year 
certified copies of accounting entries 
effectuating such disposition. 

(F) This order is without preju- 
dice to the determination of the actual 
legitimate original cost of, the net in- 
vestment in, the fair value of, or any 
accounting question pertaining to, any 
project licensed by this Commission 
or constructed, operated or maintained 
in violation of any law of the United 
States, or hereafter licensed or re- 
quired to be licensed by this Commis- 
sion, and without prejudice to the de- 
termination of any question with re- 
spect to the propriety of, or the neces- 
sity for, the licensing of any project 
pursuant to any law of the United 
States. 

(G) The provisions of this order 
shall not be construed as dispensing 
with the necessity for full compliance 
with the public Utility Holding Com- 
pany Act of 1935, and the rules, reg- 
ulations and orders issued by the Se- 
curities and Exchange Commission. 





SECURITIES AND EXCHANGE COMMISSION 


Re Capital Transit Company 


File No. 70-984, Release No. 5510 
December 20, 1944 


Parana pursuant to § 6(b) of the Holding Company Act 

seeking exemption for the issue and sale of bonds pursu- 

ant to competitive bidding provisions ; release of jurisdiction over 

price and underwriters’ spread denied. For full opinion, see 
post, p. 238. 


Security issues, § 106 — Price and spread — Competitive bidding. 
The Commission cannot release jurisdiction reserved over the price to be 
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paid for bonds and the underwriters’ spread and its allocation, following 
authorization of a bond issue pursuant to the competitive bidding provi- 
sions of Rule U-50, when the Commission is not satisfied that competitive 
conditions were maintained or that the price (974) to the company and the 
underwriters’ spread (24) are proper. 


By the Commission: Capital 
Transit Company, a subsidiary com- 
pany of Washington Railway and 
Electric Company, a registered hold- 
ing company, which is in turn a sub- 
sidiary of The North American Com- 
pany, also a registered holding com- 
pany, has filed with this Commission 
an amended application pursuant to 
§ 6(b) of the Public Utility Holding 
Company Act of 1935 seeking exemp- 
tion from the provisions of §§ 6(a) 
and 7 of the act of the issue and sale, 
pursuant to the competitive bidding 
provisions of Rule U-50, of $12,500,- 
000 principal amount of first and re- 
funding mortgage bonds, series A, 4 
per cent, due December 1, 1964. The 
application also related to an unsecured 
bank loan in the principal amount of 
$2,500,000 with interest at 2.65 per 
cent per annum, payable in equal semi- 
annual instalments over a period of 
five years, which was exempt from the 
provisions of Rule U-50 by virtue of 
paragraph (a) (2) thereof. 

This Commission by its order dated 
December 9, 1944, granted the amend- 
ed application. It was therefore sub- 
ject to Rule U-50. It was also made 
subject to the condition that the pro- 
posed issue and sale of the $12,500,- 
000 principal amount of bonds should 
not be consummated until the results 
of competitive bidding as prescribed by 
Rule U-50 were made a matter of 
record in the proceeding and a further 
order entered in the light of the record 
so completed. The Commission re- 
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served jurisdiction over the price to 
be paid to the company for such bonds, 
the underwriters’ spread and its alloca- 
tion, as well as legal fees and the fees 
of the financial adviser for the com- 
pany. 

In accordance with the terms of the 
company’s invitation for bids, bids 
were opened at 2 p.m., on December 
18, 1944. The record indicates that 
one bid was received from a group of 
twenty-four underwriters jointly man- 
aged by Alex. Brown & Sons. The 
First Boston Corporation, Harriman 
Ripley & Co., Incorporated, Kidder, 
Peabody & Co., Merrill, Lynch, Pierce, 
Fenner & Beane, and Folger, Nolan 
Incorporated. The price bid by this 
group for the bonds was 973, the un- 
derwriters to reoffer the bonds to the 
public at 100. This bid was accepted 
by the company subject to further reg- 
ulatory action. 

On December 19, 1944, we held a 
hearing to consider the results of the 
bidding. At this hearing, which ad- 
journed at 7:30 p.m., officers for the 
company testified with respect to their 
acceptance of the bid received and rep- 
resentatives of the managing under- 
writers testified with respect to the 
formation of the underwriting syndi- 
cate and related matters. The under- 
writing contract requires that Cap- 
ital Transit Company obtain orders of 
this Commission and of the Public 
Utilities Commission of the District of 
Columbia permitting the issue and sale 
of the bonds before 7 p.m. today. 
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After careful consideration of the 
record, we are not satisfied that com- 
petitive conditions were maintained 
or that the price to the company and 
the underwriters’ spread are proper. 
Therefore, we cannot release the juris- 
diction which has been reserved or ap- 
prove the price and spread. A full 


opinion setting forth the history of 
this case and giving our reasons for 
these conclusions cannot be completed 
by 7 p.m. of this date, but will issue in 
due course, accompanied by such or- 
der as may be appropriate. [See case 
below. | 
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Re Capital Transit Company 


File No. 70-984, Release No. 5575 
January 27, 1945 


, iremens pursuant to § 6(b) of the Holding Company 

Act seeking exemption from the provisions of §§ 6(a) and 

7 for the tissue and sale, pursuant to competitive bidding provi- 

sions, of first and refunding mortgage bonds; jurisdiction as to 

price and spread released after amendment of bid which had been 

disapproved. For opinion on disapproval of earlier bid, see 
ante, p. 236. 


Security issues, § 106 — Price and spread — Competitive bidding. 
Jurisdiction reserved with respect to price and underwriters’ spread and 
its allocation, following approval of the issuance and sale of securities pur- 
suant to competitive bidding Rule U-50, should be released when under 
amended proposals a bid has been increased from 974 to 984, with an under- 
writers’ spread of 14 points as against 24 points originally set when a single 
bid was received under competitive bidding conditions not satisfying the 


Commission. 


By the Commission: Capital 
Transit Company, a subsidiary com- 
pany of Washington Railway and 
Electric Company, a registered hold- 
ing company, which is in turn a sub- 
sidiary of The North American Com- 
pany, also a registered holding com- 
pany, filed with this Commission an 
application, and amendments thereto, 
pursuant to § 6(b) of the Public Util- 
ity Holding Company Act of 1935, 15 
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USCA § 79f(b), seeking exemption 
from the provisions of §§ 6(a) and 7 
of the act of the issue and sale, pursu- 
ant to the competitive bidding provi- 
sions of Rule U-50, of $12,500,000 
principal amount of first and refunding 
mortgage bonds, series A, 4 per cent, 
due December 1, 1964. The applica- 
tion also related to an unsecured bank 
loan in the principal amount of $2,- 
500,000 with interest at 2.65 per cent 
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per annum, payable in equal semi-an- 
nual instalments over a period of five 
years, which was exempt from the 
provisions of Rule U-50 by virtue of 
paragraph (a) (2) thereof. 

This Commission by its order dated 
December 9, 1944, granted the 
amended application, subject however 
to the condition that the proposed is- 
sue and sale of the $12,500,000 prin- 
cipal amount of bonds should not be 
consummated until the results of com- 
petitive bidding as prescribed by Rule 
U-50 were made a matter of record in 
the proceeding and a further order 
entered in the light of the record so 
completed. In this connection, the 
Commission reserved jurisdiction over 
the price to be paid to the company for 
such bonds, the underwriters’ spread, 
and its allocation, as well as legal fees 
and the fees of the financial adviser for 
the company. 

Capital Transit filed a further 
amendment to the application on De- 
cember 19, 1944, setting forth the ac- 
tion taken to comply with the competi- 
tive bidding provisions of our Rule 
U-50 and showing that, pursuant to 
the invitation for competitive bids, 
only one bid was received from a group 
of twenty-four underwriters, jointly 
managed by Alex. Brown & Sons, The 
First Boston Corporation, Harriman 
Ripley & Co., Incorporated, Kielder, 
Peabody & Co., Merrill, Lynch, Pierce, 
Fenner & Beane and Folger, Nolan 


Incorporated. The price bid by this 
group for the bonds was 974, the un- 
derwriters to reoffer the bonds to the 
public at 100. The bid was accepted 
by the company subject to further reg- 
ulatory action by this Commission and 
the Public Utilities Commission of the 
District of Columbia.* 

A public hearing was held on De- 
cember 19, 1944, for the purpose of 
completing the record upon those mat- 
ters on which jurisdiction had been re- 
served, at which representatives of the 
company and of each managing under- 
writer testified. We examined the 
amendment relating to compliance 
with Rule U-50, and considered the 
record made with respect thereto at 
the hearing. Due to the time factor 
involved,’ which precluded the possibil- 
ity of preparation of a full opinion set- 
ting forth the reasons for our conclu- 
sions, we issued a statement on Decem- 
ber 20, 1944, in which we said we were 
not satisfied that competitive condi- 
tions were maintained or that the price 
to the company and the underwriters’ 
spread were proper.* Therefore, we 
could not release the jurisdiction we 
had reserved or approve the price and 
spread. We stated further that a full 
opinion setting forth the history of 
the case and giving the reasons for our 
conclusions would issue in due course, 
accompanied by such order as might be 
appropriate. On the same date, the 
Public Utilities Commission of the 





1See Re Capital Transit Co. (1944) Hold- 
ing Company Act Release No. 5487. 

® The issue and sale of the bonds were sub- 
ject to the approval of the Interstate Com- 
merce Commission. ‘That Commission ap- 
proved the issuance and sale by an order dat- 
ed December 13, 1944, subject to the condition 
that the company file a copy of the underwrit- 
ers’ urchase contract, a schedule of the sink- 
ing fund, and other redemption prices for the 
bonds, and the terms of the public offering. 
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8 The original bid was opened at 2P.M. on 
December 18, 1944, hearings with respect 
thereto were concluded at 7:30P.m. on De- 
cember 19, 1944, and the underwriting con- 
tract required necessary regulatory approvals 
by 7 p.M., December 20, 1944. 

4See Re Capital Transit Co. (1944) Hold- 
ing Company Act Release No. 5510, 57 PUR 
(NS) ante, p. 236. 
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District of Columbia, which had also 
reserved jurisdiction with respect to 
the price at which the bonds were to be 
sold, disapproved the price to be paid 
to the company for the bonds.® 
Subsequent to our action of Decem- 
ber 20, 1944, Capita! Transit further 
amended its application asking our ap- 
proval of the sale of the bonds on the 
basis of an amended bid submitted by 
the same underwriting group. In the 
amended proposal the price to the com- 
pany was raised to 983, the underwrit- 
ers agreeing to reduce their spread to 
14 points from the original 24 points,® 
with Capital Transit to pay the fee, 
plus expenses, of counsel for the under- 
writers in the amount allowed by us 
but not exceeding $20,000 plus ex- 
penses. Under the original bid this 
fee would have been borne by. the un- 
derwriters. Under the amended bid 
the offering price to the public remains 


the same as in the original bid, name- 


ly 100.7. The Public Utilities Com- 
mission of the District of Columbia ° 
and the Interstate Commerce Commis- 
sion® have approved the sale of the 
bonds on the basis of the amended bid. 

Having considered the record in the 
matter, the Commission makes the fol- 
lowing findings with respect to the 
original price and spread amendment 
as well as the amendment with respect 
to the amended bid. 


History of the Financing 
The representative of Alex. Brown 


& Sons testified that their resident 
Washington partner had had conver- 
sations with the Capital Transit of- 
ficials from time to time over the past 
several years concerning the possibil- 
ities of refunding the various Capital 
Transit bond issues.%® Consideration 
of the refunding was intensified begin- 
ning in September, 1943, in view of 
the favorable market and tax situation, 
and a decision was reached to go for- 
ward with a refunding of all of the 
various divisional mortgages and most 
of the company’s equipment obliga- 
tions with a first mortgage issue on all 
of its properties. The representative of 
Alex. Brown testified that his firm’s 
original conversations with the com- 
pany were “along the lines of the pos- 
sibilities of doing a job as a private 
negotiation as contrasted with com- 
petitive bidding, with the possibilities 
of our firm carrying on the negotia- 
tions with the company.” 

Under date of October 18, 1943, the 
company in a letter to the Commis- 
sion urged that the proposed issuance 
of bonds be exempted from the com- 
petitive bidding requirements of our 
Rule U-50. Among the reasons as- 
signed by the company were the un- 
favorable reputation of traction issues 
generally and the local character of 
the market for its bonds which it be- 
lieved might result in the bonds not at- 
tracting sufficient interest to insure ac- 
ceptable results. The letter did not 





5 Re Capital Transit Co. (DC 1944) Order 
No. 2863. 

6 The selling agreement provides for a con- 
cession of # of a point to dealers selected by 
Alex. Brown & Sons as representative of the 
underwriters, as compared with 14 points con- 
cession under the original proposal, and for a 
reallowance of 3? point by any such dealer to 
members of the National Association of Se- 
curity Dealers, Inc., which is the same as in 
the original proposal. 
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7The bonds are to be publicly offered on 
Monday, January 29, 1945, and the closing be- 
tween the company and the underwriters will 
occur on Wednesday, January 31, 1945. 

8 Order No. 2866 of the Public Utilities 
Commission of the District of Columbia. 

8 Order No. MC-F-2702 of the Interstate 
Commerce Commission. 

10 For a description of the various issues see 
Holding Company Act Release No. 5487. 
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name any specific banker or bankers 
with whom the company desired to ne- 
gotiate for a sale of the bonds. In its 
letter of reply, the Commission stated 
that it had tentatively concluded that 
no exemption from the competitive 
bidding provisions of Rule U-50 ap- 
peared justified on the basis of the 
facts and circumstances as then pre- 
sented. In response to the need 
expressed by the company for expert 
advice of bankers in preparing the pro- 
posed issue, the company was also ad- 
vised by the Commission that it saw 
no reason why the company should not 
employ expert financial advice and 
that any expert so employed would not 
be precluded from making a bid for the 
bonds or from receiving a fee for such 
services if the bid were unsuccessful.” 


During this period, Alex. Brown ap- 
proached substantially all of the Wash- 


ington and Baltimore underwriters 
and dealers to determine whether they 
would be interested in joining a group 
headed by Alex. Brown to negotiate 
with the company with respect to the 
proposed bonds. As a result of these 
inquiries, a nucleus of a syndicate was 
formed which consisted of some ten 
Washington houses and four Balti- 
more houses. The testimony of the 
Alex. Brown representative further 
shows that at about this time officials 
of the company advised Alex. Brown 
“that they wished to have Dillon Read 
consider this business with us [Alex. 
Brown], or perhaps to have us con- 
sider it with Dillon Read,” and that 
Alex. Brown still had in mind that it 
would be a _ negotiated financing. 
Moreover, it appears that Alex. Brown 
proceeded in its dealings with the 


houses committed to its group and in 
its attempts to expand the group on 
the same assumption, although the 
company had been advised by the Com- 
mission that no exemption from com- 
petitive bidding appeared to be justi- 
fied. 

Up to the time Dillon Read joined 
the group (late in November or in 
early December, 1943) it appears that 
no definite plans had been worked out 
with respect to sinking-fund terms and 
other major provisions of the inden- 
ture nor was it known whether bonds 
would be issued for the full amount of 
the funds required or whether certain 
of the funds would be raised by serial 
notes. All of these matters were still 
under discussion between the com- 
pany officials and the bankers. 

According to the record, the com- 
pany, late in December, 1943, deter- 
mined to retain formally Alex. Brown 
and Dillon Read to act as financial 
advisers in working out the terms of 
the refunding program. For these 
services the company agreed to pay a 
fee not in excess of $15,000, subject to 
the approval of this Commission. It 
was further provided that the financial 
advisers would not be precluded from 
bidding for the securities but that the 
fee would not be payable if the two 
underwriters acting as financiai advis- 
ers were the successful bidders in the 
event the issue went to competitive 
bidding. The arrangement with re- 
spect to payment of the fee was not 
satisfactory to the financial advisers 
and at their request the company, in 
February, 1944, asked the Commission 
for a further expression of its views as 
to the propriety of the financial advis- 





In view of subsequent experience with 
this problem the above should not be taken as 


[16] 
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necessarily reflecting settled policy of the 
Commission. 
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ers receiving a fee for financial advice 
regardless of whether or not they were 
members of the group making the suc- 
cessful bid. At the same time, the 
company again raised the question 
of obtaining 4n exemption from the 
competitive bidding requirements of 
Rule U-50 with respect to the bonds 
proposed to be issued. The Commis- 
sion considered the matters which had 
been raised by the company and, in a 
letter to the company under date of 
February 19, 1944, stated that it was 
of the view that a public hearing would 
be desirable before undertaking to 
answer the questions which had been 
raised and further indicated that it 
would be feasible for the Commission 
to rule on a formal request for exemp- 
tion from competitive bidding in ad- 
vance of a definitive program, should 
the company desire to follow that pro- 
cedure. 

On March 4, 1944, Capital Transit 
filed an application with us for an ex- 
emption from the competitive bidding 
provisions of Rule U-50. Although 
the financing program had not taken 
definitive form at that time, the issu- 
ance of approximately $16,000,000 
principal amount of 20-year 4 per cent 
first mortgage bonds was contemplat- 
ed. A public hearing was held on 
March 29, 1944, and on May 26, 1944, 
we issued our order denying the ap- 
plication for the exemption.” 

At the hearings on the above-men- 
tioned exemption application, a wit- 
ness for Dillon Read stated that they 
had decided, shortly after the filing of 
such application, not to bid competi- 
tively for the bonds. Dillon Read re- 
mained as financial adviser to the com- 

12 See Re Central Transit Co. (1944) Hold- 
ing Company Release No. 5068. 
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pany, and shortly after the issuance of 
our order denying the exemption, 
Alex. Brown with the approval of the 
company withdrew as financial ad- 
viser. 


Witnesses for the company and for 
Alex. Brown expressed the view that 
while the local Washington and Balti- 
more area would take a goodly portion 
of the new issue, all of the bonds could 
not be placed in that area. The Alex. 
Brown representative testified that the 
underwriting group needed financially 
strong New York houses, not only to 
assure national distribution of the 
bonds but also to furnish the addition- 
al financial strength they felt they 
needed to undertake the underwriting 
of a $16,000,000 issue. The company 
stated that it was primarily for these 
reasons that Dillon Read had been 
brought into the original underwriting 
group. When Dillon Read dropped 
out as an underwriter and following 
our denial of the application for ex- 
emption from the competitive bidding 
provisions of Rule U-50, according 
to the testimony submitted by Alex. 
Brown, the latter firm immediately 
got in touch with Harriman Ripley & 
Co., Incorporated, with the view of 
getting them to join the original 
group, which Alex. Brown had kept 
together as a nucleus of a group to bid 
for the bonds. This was about June 
1, 1944, and on June 5, 1944, Harri- 
man Ripley agreed to act as a co-mana- 
ger of the underwriting group. 

The record indicates that following 
our denial of the exemption applica- 
tion, Kidder Peabody had also mani- 
fested interest in forming an under- 
writing group to bid competitively for 
the bonds and by June 2, 1944, had 
formed the nucleus of a group made 
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up of Merrill Lynch, First Boston, 
Reynolds & Co. and Laurence M. 
Marks & Co. During this period, Kid- 
der Peabody attempted to get some 
Washington houses into its group, 
first approaching Folger Nolan, its 
Washington correspondent. How- 
ever, the latter was already committed 
to the Alex. Brown group as was 
every other major house in Washing- 
ton and Baltimore with’ the exception 
of the branch office of Merrill Lynch 
in Washington. Sometime between 
June 1, and June 5, 1944, a represent- 
ative of Alex. Brown approached Kid- 
der Peabody, offering them and the 
other members of the Kidder Peabody 
group a place in the Alex. Brown 
group. The representative of Alex. 
Brown testified that it was felt that 
the group which had been formed up 
to that time, even assuming Harriman 
Ripley came in as they later did, need- 
ed additional members to handle a 
traction issue in the then contemplated 
amount of $16,000,000. Kidder Pea- 
body, First Boston and Merrill Lynch 
agreed to join with the Alex. Brown 
group but only on the basis of being 
co-managers of the group with Alex. 
Brown and Harriman Ripley. This 
was acceptable to the group. By June 
6, 1944, the group was substantially 
completed as now constituted. Some- 
time later in the summer Blyth & Co. 
Inc. and Eastman, Dillon & Co. ap- 
proached Alex. Brown for membership 
in the group as underwriters and were 
accepted. Later on, in the fall, Folger 
Nolan was made a co-manager in the 


interest of adding “local flavor” to the 
list inasmuch as only one local house 
(Alex. Brown) up to that time was 
listed as a co-manager. As a result 
there were six underwriters in the posi- 
tion of co-managers of the group.” 

Testimony taken at the hearing indi- 
cates that there was a difference of 
opinion between the New York houses 
as a group and the Washington-Balti- 
more houses as a group as to the pub- 
lic offering price. The consensus of 
the New York houses was for a public 
offering price lower than the price 
suggested by the local houses. As to 
the underwriters’ spread it was the 
opinion of the group as a whole that 
24 points was proper. The difference 
of opinion between the New York 
houses and the Washington-Baltimore 
houses as to the offering price was re- 
solved, according to the testimony, at 
the last price meeting, which occurred 
on the morning of December 18, 1944, 
the deadline for the submission of bids. 
At this meeting the group agreed to 
bid 974 to the company with a public 
offering price of 100. 

Counsel for Capital Transit testified 
that a representative of Union Secu- 
rities Corporation inquired, on Decem- 
ber 16th, two days prior to the dead- 
line for the submission of bids, wheth- 
er a bid by a group headed by his 
firm would be considered in spite of 
the fact that they had not filed a ques- 
tionnaire form by December 14, 1944, 
as required by the company in its pub- 
lic invitation for bids. The record 
shows that Union Securities was in- 





18 The Agreement Among Purchasers desig- 
nates Alex. Brown as “representative” and the 
other five as “sub-managers.” With respect 
to this, a witness for Alex. Brown stated, 
“There are six managers of this group, of 
which our firm is one, but obviously it is nec- 
essary to have one designated as the repre- 
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sentative for convenience of meetings, signing 
papers on behalf of the group, and so forth. 
The agreement provides for a manager’s fee 
of 5 per cent of the gross spread on the bonds, 
of which Alex. Brown will receive 25 per cent 
and each of the other five 15 per cent. 
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formed that every effort would be 
made to facilitate their making a bid 
but that after an exchange of telephone 
calls nothing further developed in this 
respect. Witnesses for the company 
and for the underwriters testified that 
to the best of their knowledge no other 
groups had been formed for the pur- 
pose of bidding on the bonds. 

As previously indicated the only bid 
received was that of the Alex. Brown 
group. Although this bid was accept- 
ed by the company, a sale of the bonds 
on this basis was not approved by us 
or by the Public Utilities Commission 
of the District of Columbia. 


Conclusions with Respect to Original 

Bid 

In the statement issued by us under 
date of December 20, 1944, Holding 
Company Act Release No. 5510, 57 
PUR(NS) ante, p. 236, we conclud- 
ed: “After careful consideraton of the 
record, we are not satisfied that com- 
petitive conditions were maintained or 
that the price to the company and the 
underwriters’ spread are _ proper. 
Therefore, we cannot release the juris- 
diction which has been reserved or ap- 
prove the price and spread.” The 
foregoing recital of the principal facts 
in the history of the financing is gener- 
ally pertinent to our conclusion with 
respect to maintenance of competitive 
conditions. While our judgment was 
based upon all the facts and circum- 
stances disclosed in the record, we 
think it may be worthy of particular 
mention that the company as well as 
Alex. Brown apparently dealt with the 
situation from the beginning as one 
pointing toward a negotiated trans- 
action notwithstanding the require- 
ments of Rule U-50, and continued to 
do so after the company had been ad- 
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vised of our tentative conclusion that 
exemption did not appear justified; 
that one of the first steps taken by 
Alex. Brown was to bring virtually all 
local underwriting strength in Wash- 
ington and Baltimore into its group; 
and that the banking group was en- 
larged by bringing in Kidder Peabody 
and associates, a potential source of 
competition, very shortly after formal 
denial of the application for exemp- 
tion from the competitive bidding re- 
quirement but several months prior to 
the contemplated time of public of- 
fering. Furthermore, it is of course 
most unusual, if not unique, to endow 
a syndicate with six co-managers, es- 
pecially one dealing with an issue of 
this size. It is to be noted that this 
situation resulted from the unwilling- 
ness of Kidder Peabody group to join 
with Alex. Brown and associates un- 
less its three principal members were 
designated co-managers, which condi- 
tion was accepted by the Alex. Brown 
syndicate. 

One of the reasons advanced at the 
hearing for the merger of the Alex. 
Brown and Kidder Peabody groups 
was that neither group felt sufficient- 
ly strong financially at the time of the 
merger to underwrite the issue inde- 
pendently of the other. We are not 
convinced that a syndicate as large as 
the one which resulted was essential 
for an issue of this kind and size, but 
even if we so assume, we are not satis- 
fied that it was necessary or appropri- 
ate for these particular groups to merge 
in order to achieve sufficient financial 
strength. The record shows that 
Union Securities, Blyth & Company, 
and Eastman Dillon were not ap- 
proached by Alex. Brown when its 
group was being formed, although sub- 
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sequently the latter two houses re- 
quested and received participation and 
the former made inquiry of the com- 
pany as described above. There were 
also some 15 to 20 other houses that 
have participated in recent sales of 
traction issues which received no in- 
vitation from either the Alex. Brown 
or the Kidder Peabody group. 

Another reason advanced for the 
merger of the two groups was an as- 
serted dissatisfaction with certain pro- 
visions of the indenture securing the 
bonds on the part of institutional in- 
vestors, which in turn contributed ma- 
terially to a lack of interest on the 
part of other banking houses. How- 
ever, the record indicates that the 
terms of the bonds could not have been 
a factor in this respect at the time of 
the merger. The Alex. Brown repre- 
sentative testified that his firm did not 
have any discussions with the com- 
pany concerning indenture provisions 
in early June, it being generally under- 
stood that the refunding would not 
take place for two or three months. A 
partner of Dillon Read testified that 
he had numerous conferences with the 
company officials in June and July 
of 1944 during which they discussed 
the possibilities of serial issues or 
combinations of serial issues with 
long-term debt. They then conferred 
with the bond rating agencies to de- 
termine whether or not the company 
would be able to obtain a bank rating 
for the bonds and it was after these 
conferences, according to this testi- 
mony, that the company proceeded 
with the preparation of a registration 
statement and an indenture. The 
Alex. Brown representative also stated 
that he did not learn until December 
12, 1944 that several insurance com- 
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panies were definitely not interested 
and that on December 14, 1944 he 
heard finally from several other insur- 
ance companies to the same effect. The 
representative of First Boston also tes- 
tified that it was not until the early 
part of December, 1944, that he heard 
of the institutional investors raising 
any questions about the terms of the 
indenture. 


We turn now to the price and 
spread as proposed in the original bid. 
In our consideration of the price of 
974 to the company we were deprived 
of the benefit of competition in the 
bidding. The president of the com- 
pany had testified that the management 
was disappointed by the bid of 974 
but had accepted it in order to accom- 
plish the refinancing at this time 
despite the fact that at that price the 
refinancing would result in very little 
saving in the cost of money to the 
company. The company had conclud- 
ed that the advantage of presently solv- 
ing its 1947 maturity and of being as- 
sured of carrying out its streetcar and 
bus replacement program without hav- 
ing to eliminate the payment of divi- 
dends on its common stock outweighed 
the other considerations. The record 
further indicated that there was a dis- 
tinct difference of opinion among the 
underwriters themselves, with the lo- 
cal underwriters favoring a price to 
the company higher than that bid. We 
again note that the Public Utilities 
Commission of the District of Colum- 
bia disapproved the bid. 

As we noted in connection with the 
price, we were also called upon to con- 
sider the underwriting spread in the 
absence of competition in the bidding. 
We observe that in all recent electric 
and gas utility bond financings which 
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have come before us under Rule U-50 
the underwriting spread has been 1 
point or less in approximately one-half 
the cases and between 1 and 14 points 
in all others with a single exception. 
While it must be recognized that the 
spread tends to vary with the kind and 
quality of bonds, the record before us 
did not justify the proposed spread of 
24 points. 


Conclusions with Respect to the 

Amended Application 

As stated earlier, Capital Transit 
further amended its application, ask- 
ing our approval of an amended bid of 
984 to the company, with an under- 
writers’ spread of 14 points as against 
the 24 points originally set, with Cap- 
ital Transit to bear not more than $20,- 
000 plus expenses of the fee to be al- 
lowed counsel for the underwriters. 
Under the original bid, this fee would 
have been borne by the underwriters. 
The underwriters plan to reoffer the 
bonds publicly at 100. 

While the over-all savings in the 
cost of money to the company under 
the amended proposal are still not 
great, they are of tangible benefit 
which, taken together with the other 
advantages of the financing mentioned 
earlier, persuade us that the financing 
should not now be disapproved. Fur- 
ther, the reduction in the underwriters’ 
spread brings it within a range which 
under the circumstances permits of our 
approval. As previously indicated, the 
Public Utilities Commission of the 
District of Columbia and the Inter- 
state Commerce Commission have ap- 
proved the amended proposal. 

Our order will reserve jurisdiction 
with respect to all legal fees and the 
fee of the financial adviser. 

An appropriate order will issue. 
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ORDER 


Capital Transit Company, a sub- 
sidiary company of Washington Rail- 
way and Electric Company, a regis- 
tered holding company, which is in 
turn a subsidiary company of The 
North American Company, also a 
registered holding company, having 
filed an application and amendments 
thereto pursuant to § 6(b) of the Pub- 
lic Utility Holding Company Act of 
1935, seeking an exemption from the 
provisions of §§ 6(a) and 7 of the act, 
of the issue and sale, pursuant to the 
competitive bidding provisions of Rule 
U-50 promulgated under such act, of 
$12,500,000 aggregate principal 
amount of first and refunding mort- 
gage bonds, series A, 4 per cent, due 
December 1, 1964; and an unsecured 
bank loan in the principal amount of 
$2,500,000 with interest at 2.65 per 
cent per annum payable in equal semi- 
annual instalments over five years. 

The Commission by its order of 
December 9, 1944, having granted said 
application, as amended, subject to the 
condition that the proposed issue and 
sale of said bonds should not be con- 
summated until the results of competi- 
tive bidding pursuant to Rule U-50 
had been made a matter of record in 
this proceeding and a further order 
entered in the light of the record so 
completed, and having reserved juris- 
diction over the price to be paid to the 
company for such bonds, the under- 
writers’ spread and its allocation and 
the legal fees and the tees of the finan- 
cial adviser; and 

Capital Transit Company having 
subsequently filed an amendment to 
the application, setting forth the ac- 
tion taken to comply with Rule U-50 
and showing that, pursuant to the 
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invitation for competitive bids, only 
one bid of 974 to the company, plus 
accrued interest from December 1, 
1944, with an underwriters’ spread of 
24 points was received from a group 
of underwriters headed jointly by 
Alex. Brown & Sons, The First Bos- 
ton Corporation, Kidder, Peabody & 
Co., Harriman Ripley & Co., Incor- 
porated, Merrill, Lynch, Pierce, Fen- 
ner & Beane, and Folger, Nolan, In- 
corporated; said amendment having 
further stated that Capital Transit 
Company had accepted said bid; a 
further hearing to consider said mat- 
ters having been held ; and 

The Commission having examined 
said amendment and considered the 
record with respect thereto, and not 
having released the jurisdiction re- 
served, as aforesaid, because the Com- 
mission was unable to make certain 
necessary findings with respect to the 
matters on which jurisdiction had been 
reserved, all as set forth in a statement 
issued by the Commission on Decem- 
ber 20, 1944, Holding Company Act 
Release No. 5510, 57 PUR(NS) ante 
p. 236; and 

Capital Transit Company having 
filed a further amendment requesting 


approval of the issue and sale of said 
bonds on the basis of an amended bid 
by the same group of underwriters at 
a price of 984 to the company, plus ac- 
crued interest from December 1, 1944, 
with an underwriters’ spread of 14 
points, the company to reimburse the 
purchasers for the fees allowed to the 
extent of not exceeding $20,000 and 
the expenses of counsel for the pur- 
chasers, the bonds to be offered to the 
public at a price of 100 plus accrued 
interest ; and 

The Commission having further 
considered said application as amend- 
ed and finding no basis for imposing 
terms and conditions with respect to 
the price to be paid to the company 
for said bonds, the underwriters’ 
spread and its allocation; 

It is ordered that the jurisdiction 
reserved with respect to the price, un- 
derwriters’ spread, and its allocation be 
and the same is hereby released, and 
said application, as amended, be and 
the same is hereby granted, subject to 
the terms and conditions prescribed in 
Rule U-24, jurisdiction being reserved 
with respect to all legal fees and the 
fees of the financial adviser. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Airlines Transportation Company 


Application Docket No. 62976 
February 5, 1945 


PPLICATION for approval of amendment to charter of trans- 


portation company; denied. 


Corporations, § 13 — Charter purpose — Restriction to reasonable limit. 
A proposal, by a corporation incorporated to transport by motor vehicle, 
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for amendment of its charter to authorize transportation by means of motor 
vehicles and any other vehicles driven or propelled by power of any kind, 
on land, in the air, or on the water, should be disapproved when the pur- 
pose of amendment is to acquire the right to operate helicopters or similar 
aircraft, since the public interest is not served by granting such compre- 
hensive rights, and fields of activity of carriers utilizing specific modes of 


transportation should be defined. 


Air carriers, § 1 — Definition of motor vehicle — Exclusion of air-borne vehicles. 
Statement by Pennsylvania Commission that the definition of “motor ve- 
hicle” in the Public Utility Law excludes vehicles that travel through the 
air, which exclusion manifestly applies to air-borne vehicles such as helicop- 


ters, p. 249. 


By the Commission: This matter 
is before us upon application of Air- 
lines Transportation Company for our 
approval of amendment to its charter. 

The applicant is a corporation of the 
commonwealth of Pennsylvania, in- 
corporated in 1940 under provisions 
of the act of April 29, 1874, for the 
purpose set forth as follows: 

“Said corporation is formed for the 
purpose of transporting persons and 
property by means of motor vehicle as 
a common carrier between such points 
and places in the commonwealth of 
Pennsylvania as shall hereafter be ap- 
proved by the Pennsylvania Public 
Utility Commission as evidence by cer- 
tificate of public convenience, and busi- 
ness incidental and necessary to ren- 
dering service as a common carrier, 
such as owning, leasing, and operating 
motor vehicles, terminals, warehouses, 
platforms, and garages.” 

By virtue of certificates issued by 
us, the applicant is now operating mo- 
tor vehicles as a common carrier for 
the transportation of persons upon call 
or demand in Mifflin and Moon town- 
ships, Allegheny county, and in the 
city of Pittsburgh. The present opera- 
tions comprise limousine service be- 
tween the central business district of 
Pittsburgh and the airports located in 
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Mifflin township and Moon township, 
respectively, and cab service originat- 
ing or terminating at those airports. 

The applicant now seeks our ap- 
proval of an amendment to its charter 
and sets forth that application has been 
made to the governor of the common- 
wealth under the act of June 13, 1883, 
P. L. 122, as amended by the act of 
March 31, 1905, P. L. 93, for a certifi- 
cate of amendment so that the purpose 
for which said corporation was created 
shall read as follows: 

“2nd. Said corporation is formed 
for the purpose of engaging in the 
business of carrying and transporting 
persons and property, or either persons 
or property, by means of motor ve- 
hicles and any other vehicles driven or 
propelled by power of any kind on 
land, in the air or on the water, and of 
letting and hiring any and all such 
vehicles with the right for these pur- 
poses to hold, use, maintain, lease, let, 
hire, and operate any and all kinds of 
vehicles now or hereafter used for 
carrying or transporting persons or 
property, or either of them, as a com- 
mon carrier between such points and 
places in the commonwealth of Penn- 
sylvania as shall hereafter be approved 
by the Pennsylvania Public Utility 
Commission as evidenced by its cer- 
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tificate of public convenience, and else- 
where outside of said commonwealth 
of Pennsylvania upon the approval, 
where required, of any state or national 
governmental body having jurisdic- 
tion, with the right to maintain and 
operate such garages, stations, stands, 
waiting rooms, and warehouses, as 
may be necessary or convenient in the 
prosecution of said business.” 

The Yellow Cab Company of Pitts- 
burgh and Pittsburgh Transportation 
Company entered a joint protest 
against our approval of the instant ap- 
plication, alleging, among other 
things, that the amendment sought is 
only a first step in a proposed program 
of expansion; that it in no way dis- 
closes the nature or character of such 
proposed expansion of business, 
whether it is solely for the purpose of 


adding the right to operate air-borne 
vehicles or a proposal to develop a gen- 
eral motor vehicle service not related 
to the present operations of the appli- 


cant. The protestants submit that 
the application in this respect is in- 
definite and vague and that they are 
entitled to know just what the appli- 
cant proposes to do in the way of ex- 
pansion of its services. The protes- 
tants further deny certain statements 
set forth in the application. 

At the hearing held in this proceed- 
ing on September 15, 1944, Mr. Fry, 
counsel for the applicant, stated in the 
record that his client had no intention 
of engaging in the operation of a rail- 
road and was not interested in operat- 
ing any vehicle on rails and clearly in- 
dicated that the purpose of the pro- 
posed amendment was to acquire the 
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right to operate helicopters or similar 
aircraft for the transportation of per- 
sons and thereby be in position to se- 
cure our approval of the exercise of 
such right, if and when such facilities 
and service can be made available. 

In the instant proceeding reference 
is made to a relevant prior application 
of Airlines Transportation Company 
which has been docketed by us at A. 
62657 and which seeks our approval of 
the exercise of the right to operate 
helicopters for the transportation of 
persons within certain designated 
areas. In that proceeding the appli- 
cant took exception to the proposal 
that a helicopter was not a “motor ve- 
hicle” and contends that the right to 
operate such vehicles is provided by 
the existing charter. 

While that issue has not been re- 
solved in the prior case for the reason 
that action thereon was suspended in 
accordance with our statement of 
policy issued April 11, 1944, and 
while we have here under considera- 
tion a proposed charter amendment 
which, if approved, will grant the re- 
quired right, it is nevertheless pertinent 
to observe that our actions on that is- 
sue are directed by the provision of 
the Public Utility Law which defines 
the term “motor vehicle.” That defini- 
tion specifically excludes vehicles that 
“travel through the air,” which exclu- 
sion manifestly applies to air-borne 
vehicles. Obviously the provisions of 
the law must be observed; common 
usage, engineering, designation, or 
whimsical interpretation of the term 
to the contrary notwithstanding. 

The predominant issue in the in- 
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stant proceeding does not relate simply 
to the questions as to whether the ap- 
plicant should or should not be granted 
the charter right to operate aircraft, 
but does relate to the all inclusive na- 
ture of the proposed amendment. It 
is obvious that, if granted, it will con- 
fer upon the applicant the charter right 
to engage in all methods of public 
transportation whether presently 
known, prospective or visionary. 
We are not convinced that the pub- 
lic interest is served by the granting of 
such comprehensive rights to any per- 
son or corporation and we are mindful 
of the appropriateness of defining the 
fields of activity of carriers utilizing 
specific modes of transportation. 
Since the immediate purpose of the 
proposed amendment, as disclosed in 
the testimony, is to secure the charter 
right to operate helicopters for the 
transportation of persons or property, 
and since such vehicles will not be 
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available for an indefinite period, pub- 
lic necessity or convenience is not in- 
volved, and since for the same reason 
it appears that the applicant will suffer 
no injury by reason of a denial of the 
approval of the instant application, 
without prejudice to our subsequent 
consideration of an application for ap- 
proval of a proposed charter amend- 
ment embodying, within reasonable 
limits, the charter rights appropriate 
to its desired common carrier function, 
and after full consideration of all mat- 
ters and things involved, we are of the 
opinion and find that approval of the 
instant application should be denied; 
therefore, 

Now, to wit, February 5, 1945, it is 
ordered: 

1. That approval of the application 
be and is hereby denied. 

2. That a copy of this order be cer- 
tified to the secretary of the common- 
wealth. 





CONNECTICUT PUBLIC UTILITIES COMMISSION 


Re Uniform Fuel Clause for Electric 


Utility Companies 


Docket No. 7417 
January 15, 1945 


” iaipaetaninlen of proposed uniform fuel clause for inclusion 
in rate schedules of all electric utility companies; uniform 
fuel clause and method of applying it approved. 


Rates, § 303 — Fuel clauses — Electric utilities — Basis of adjustments. 
1. The Commission, in passing upon a proposed formula for calculating 
fuel adjustment rates of an electric company rejected as invalid the assump- 
tion that hydro-generated power can be considered as dedicated exclusively 


57 PUR(NS) 250 





RE UNIFORM FUEL CLAUSE 


to the use of customers who are not subject to the company’s fuel clause, 
when such dedication or allocation is inconsistent with the fact that all 
electric energy, however generated, is part of one electric pool, p. 253. 


Discrimination, § 98 — Rate differentiation — Incremental cost basis. 
2. A rate differentiation based upon incremental cost, whether it be up- 
ward or downward, involves unwarranted discrimination as between like 
customers of an electric company, p. 253. 


Discrimination, § 96 — Rates — Unfairness to industrial customers. 
3. A difference of $.0001731 per kilowatt hour between two formulae for 
calculating fuel adjustment rates to be applied to industrial customers and 
wholesale commercial customers does not constitute an undue discrimination 
against the industrial customers on a kilowatt-hour basis, p. 253. 


§ 303 — Fuel clauses — Steam-generated kilowatt hours basis. 

4. A light and power company was permitted, until further order of the 
Commission, to use steam-generated kilowatt hours, rather than total kilo- 
watt hours, in the calculation of its fuel adjustment rates, where, prior 
to the Commission’s adoption of a uniform fuel adjustment clause, the 
company applied a fuel clause, using in its calculations steam-generated 
kilowatt hours only, rather than total kilowatt hours delivered, and where 
this method did not appear contrary to the public interest, so long as the 
clause, as so applied, was limited to the classes of customers already covered, 
p. 253 


. 


By the Commission: Under date 
of June 13, 1944, 54 PUR(NS) 57, 
the Commission, after a full hearing, 
made its order approving a uniform 
fuel clause for inclusion in the rate 
schedules of all electric utility com- 
panies, subject to regulation by the 
Commission to which docket reference 
is made and which is incorporated as 
part of this finding as to the same ex- 
tent as though it were stated there- 
in, 

The order in Docket No. 7417 pro- 
vided as follows: 

1. That where a fuel clause now 
contained in existing rate schedules of 
a company does not conform with the 
uniform principles, set forth above, 
the company shall amend its rate 
schedules so as to substitute a fuel 
clause which conforms to the uniform 
principles approved by the Commis- 
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sion, such substitution to take place 
within thirty days from the issuance 
of the Commission’s approval of the 
language of the uniform fuel clause 


which 
file. 

2. That any company amending its 
rate schedules by the substitution of 
the approved uniform fuel clause, as 
provided in (1) above, need not 
change the base price of coal from that 
upon which. its existing fuel clause is 
based, provided the rates in the sched- 
ules to which the existing fuel clause 
applies are not thereby changed. 

3. That when an existing schedule 
of a company is amended with respect 
to rates and such schedule contains a 
fuel clause, at the time of such amend- 
ment, the base price of coal contained 
in the uniform fuel adjustment clause 
applying to such schedule shall be sub- 
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ject to review and modification by the 
Commission, if found necessary. 

The fuel adjustment clause ap- 
proved by the Commission was based 
upon the following principles : 

1. The fuel adjustment clause is de- 
signed not to increase the company’s 
net revenue, but to recoup increases 
in the cost of the fuel and at the same 
time to give to the customers the bene- 
fit of any decreases in the cost of fuel 
that may occur in any subsequent 
downward trend of price levels. 

2. The fuel adjustment 
shall— 


(a) provide that the cost of fuel 
shall be the price per net ton of coal, 
or its equivalent, delivered alongside 
of generating stations, including in- 
ventory. 

(b) provide for the same basis of 
adjustment when the price of fuel is 
lower as when said price is higher than 
the base price. 

(c) provide that the basis of ad- 
justment be consistent with the gen- 
erating and delivery efficiency and 
shall be changed from time to time as 
changes in such efficiency justify. 

(d) provide, whenever the ends of 
equity as between company and cus- 
tomer can be served thereby, a neutral 
zone within which the adjustment will 
not apply, but when the fuel price rises 
above or falls below the neutral zone 
the adjustment shall be applied from 
the base price. 

(e) provide that a downward ad- 
justment, reflecting a decrease in the 
cost of fuel, shall be mandatory and 
an upward adjustment, reflecting an 
increase in the cost of fuel, shall be at 
the election of the utility. The fuel 
adjustment clause as filed shall indi- 
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clause 


cate whether such upward adjustment 
will be applied automatically or only 
from time to time as the utility may 
decide. 

In conformity with the order of the 
Commission in its Docket No. 7417, 
The Connecticut Light and Power 
Company filed with the Commission, 
on July 7, 1944, the language of a 
proposed new fuel clause together with 
a formula showing in detail the meth- 
od of calculation. The Commission 
approved the language of the new fuel 
clause so filed on August 3, 1944, and 
the same was formally substituted in 
all industrial power rates and whole- 
sale commercial rate No. 34 of The 
Connecticut Light and Power Com- 
pany on August 7, 1944, to become 
effective September 1, 1944. No pro- 
vision was made for the inclusion of 
the fuel clause in residential, commer- 
cial, except rate No. 34, or street 
lighting rates. It was the intention of 
the Commission in making its order, 
set forth above, that, in the applica- 
tion of the formula, the divisor to be 
used should be the total kilowatt hours 
of electricity sold, regardless of the 
source of the generation and the Com- 
mission believed that the order was 
clear in that respect. 

Since the application of the fuel ad- 
justment clause by The Connecticut 
Light and Power Company and one 
other electric utility disclosed that they 
were using as the divisor of the for- 
mula kilowatt-hours of electricity gen- 
erated by steam, corrected for gener‘t- 
ing and delivering efficiencies, rather 
than the total kilowatt hours of the 
electricity sold, the Commission ad- 
dressed to all electric companies a cir- 
cular letter under date of November 
1, 1944, in which this divergence in 
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application by the companies was re- 
ferred to. In that circular letter the 
Commission directed each company to 
correct its formula for calculating the 
fuel adjustment rate, as to the billings 
made on and after that date, so as to 
reflect the total kilowatt hours sold. 
The Commission also provided in the 
circular that any company making ob- 
jection to that view with respect to 
the intent of the Commission’s Docket 
No. 7417 might file its objections 
with the Commission and the matter 
would be set down for a formal 
hearing. 

The Connecticut Light and Power 
Company, under date of November 2, 
1944, advised the Cummission in writ- 
ing that it believed the fuel adjustment 
clause which it had filed on August 7, 
1944, as above referred to, conformed 
to the requirements of Docket No. 
7417. It also requested a hearing on 
the temporary suspension of the order 
of the Commission. 

Under date of November 3, 1944, 
the Commission advised The Connect- 
icut Light and Power Company in 
view of its objection and request that 
in so far as that company was con- 
cerned the Commission suspended, ef- 
fective as of November 1, 1944, its 
direction in its circular letter and that 
a hearing was being assigned to be 
held at the office of the Commission in 
the State Office Building at 11 o’clock 
in the forenoon, November 21, 1944, 
on the question as to whether the fuel 
adjustment clause filed by The Con- 
necticut Light and Power Company 
on August 7, 1944, and the company’s 
application of that clause to its cus- 
tomers conform with the order of the 
Commission dated June 13, 1944, in 
Docket No. 7417, 54 PUR(NS) 57. 
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At the time and place assigned for 
the hearing, the Connecticut Light and 
Power Company appeared by counsel 
and witnesses in support of its objec- 
tions. 

[1-4] There is no dispute respect- 
ing the facts in this matter. The con- 
troversy is confined to the intent of 
the Commission’s order in its Docket 
No. 7417 and whether in the applica- 
tion of the clause filed by The Con- 
necticut Light and Power Company, 
it has complied with the intent of that 
order. Thus, it appears that the total 
revenue which the company has col- 
lected from its fuel adjustment clause 
as it applies the same is $1,236,540 
for the twelve months ending Septem- 
ber 1, 1944. The total increase in 
operating expenses due to the increases 
in the cost of fuel for the same period 
is $1,478,004. These figures indicate 
that the new fuel clause as applied by 
the company fails to compensate it by 
about $240,000 for the increased oper- 
ating expenses, resulting from an in- 
crease in the price of fuel. If the 
company were to apply its fuel clause, 
computed by using as the divisor the 
total number of kilowatt hours sold, 
as required by the Commission in Ex- 
hibit A, and if the company were to 
apply a fuel clause, so interpreted, to 
all classes of service including resi- 
dential and retail commercial in order 
to recoup the total increase in operat- 
ing expenses of $1,478,004 it would 
result in an additional cost of service 
for the 12-month period ending Sep- 
tember 1, 1944, to residential and 
retail commercial customers of about 
$324,000. Correspondingly the fuel 
surcharge collected from the industrial 
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and wholesale commercial classes 
would have been reduced by $101,000. 

The company presented elaborate 
testimony to show that it has dedi- 
cated its so-called hydrogenerated 
power to the service of its residential 
customers who are not presently sub- 
ject to the company’s fuel clause. Ap- 
proximately 12 per cent of the total 
kilowatt hours of electricity which the 
company sells is generated from hydro 
sources of the company. It appears 
definite, however, that the complete- 
ness in integration of the company’s 
transmission system with its sources 
of generation, both steam and hydro, 
renders it impossible as a matter of 
fact to conclude that any or all of the 
hydro power has been delivered to resi- 
dential customers. 


It was not the purpose of the Com- 
mission, in approving a uniform fuel 


adjustment clause, that the clause 
should be applied in such manner as 
either to enhance or to diminish util- 
ity operating income. Rather, the 
clause was designed to protect the util- 
ity from increased cost over which it 
had no control and to deny to the util- 
ity any advantage accruing from de- 
creased cost not attributable to effi- 
ciency in management. 

Prior to the adoption of the uniform 
fuel adjustment clause The Connecti- 
cut Light and Power Company ap- 
plied a fuel clause using in its calcula- 
tions steam generated kilowatt hours 
rather than total kilowatt hours deliv- 
ered. It follows, therefore, that the 
shift from the old basis to that re- 
quired in Docket No. 7417, assuming 
that the fuel adjustment clause is to 
be applied to no additional rates in the 
schedule, would result in a loss in 
operating revenues for this company. 
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The Commission rejects as invalid 
the assumption that hydro-generated 
power can be considered as dedicated 
exclusively to the use of residential 
customers, Such dedication or allo- 
cation is inconsistent with the fact that 
all electric energy, however generated, 
is part of one electric pool. The com- 
pany, on the other hand, pursues in 
this matter what might be designated 
the incremental rather than the aver- 
age basis for its analysis. Logically, 
if incremental analysis be sound, the 
company should have charged a lower 
rate to those customers the service to 
whom made it necessary a few years 
ago to install a new generating unit 
which is more efficient in its fuel con- 
sumption than was indicated by the 
prior average of the company’s gen- 
erators. The fallacy underlying the 
company’s position is all the more ap- 
parent when applied to a water util- 
ity. According to this argument it 
would be necessary to apply a higher 
rate schedule to those added customers 
of a water company if furnishing serv- 
ice to these customers requires procur- 
ing a larger supply at a higher cost 
per million gallons than that required 
to serve the old customers before the 
new supply was made available. Any 
such differentiation on the basis of 
incremental cost, whether it be upward 
or downward, would involve un- 
warranted discrimination as between 
like customers of a utility corpora- 
tion. 

The Commission takes cognizance 
of the fact, as claimed by The Connec- 
ticut Light and Power Company, that 
rates to industrial customers have been 
fixed on a competitive basis whereas 
rates to residential customers have 
been constructed without having to 
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meet serious competition. Further- 
more, it recognizes that the residential 
customer may gain from the service 
by a company to industrial customers, 
provided the charge made to the lat- 
ter produces something more than the 
cost to serve such industrial custom- 
ers. Whatever profit may be derived 
from serving industrial customers, 
even though not commensurate with 
that received from selling to residential 
customers, makes it possible to serve 
residential customers at a price lower 
than would be necessary if the com- 
pany did not earn some profit from 
industrial sales. Furthermore, the 
electric industry is characterized by 
what is known as declining unit cost 
with increased output. Therefore, 


the presence of the industrial customer 
who makes possible a larger output 
and a bigger producing unit may re- 


dound to the benefit of the residential 
customer who otherwise would be 
served by a less efficient generating 
unit. It is also recognized, as claimed 
by The Connecticut Light and Power 
Company, that the large industrial cus- 
tomer is in a position to protect him- 
self, having, as he does, the alternative 
under normal conditions of providing 
his own electricity if he is unable to 
reach a satisfactory price agreement 
with the utility. 

Had the company applied the Com- 
mission formula to industrial rates in 
the year 1943, it would have added a 
fuel surcharge averaging $.0010782 
per kilowatt hour. The acceptance of 
the company’s interpretation of the 
formula would have resulted in a fuel 
surcharge averaging $.0012513 per 
kilowatt hour, a difference between the 
two formulae of $.0001731 per kilo- 
watt hour. This slight difference on 
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a kilowatt-hour basis does not repre- 
sent an undue discrimination against 
the industrial customers. 

In view of the fact, however, that 
prior to the Commission’s adoption of 
a uniform fuel adjustment clause in 
this docket, The Connecticut Light 
and Power Company applied a fuel 
clause using in its calculations steam 
generated kilowatt hours only, rather 
than total kilowatt hours delivered; 
and in view of the further fact that this 
method does not appear contrary to 
the public interest, so long as the 
clause as so applied is limited to the 
classes of customers presently covered, 
the Commission is of the opinion that 
The Connecticut Light and Power 
Company should be permitted, until 
further order of the Commission, to 
use steam-generated kilowatt hours, 
rather than total kilowatt hours, in the 
calculation of its fuel adjustment rate. 
This conclusion is consistent with the 
paragraph following paragraph num- 
bered 3 in the Commission’s order in 
this docket, dated June 13, 1944, 54 
PUR(NS) at p. 64, which paragraph 
reads as follows: 

“The Commission further orders 
that should the change in existing fuel 
clauses to conform with the uniform 
principles approved work a hardship 
upon a particular electric utility in the 
operation of the clause, the company 
is at liberty to present the situation 
before the Commission for relief and, 
similarly, should any occasion arise in 
the future for a particular company, 
in carrying out this order of the Com- 
mission, to require clarification of the 
order as applied to its particular case, 
said company is at liberty to make ap- 
plication to the Commission for such 
clarification.” 
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The Commission, therefore, finds 
and orders as follows: 

1. That the alleged dedication of 
the hydro generation of The Connec- 
ticut Light and Power Company to its 
residential customers is rejected as un- 
sound; and the omission of these kilo- 
watt hours from the calculations of a 
fuel clause adjustment rate is contrary 
to the principles set forth in the Com- 
mission’s aforesaid Docket No. 7417. 

2. That, until further order of the 
Commission in the premises, The 
Connecticut Light and Power Com- 
pany, subject to the conditions con- 
tained in paragraphs numbered 3 and 
4 below, is permitted to use steam gen- 
erated kilowatt hours, rather than 
total kilowatt hours delivered, in the 
calculations of the fuel adjustment rate 
under Commission’s Docket No. 
7417. 


3. If and when The Connecticut 
Light and Power Company extends 
the application of its uniform fuel ad- 
justment clause to such classes of its 
electric customers as are not presently 
covered by said clause, the company 
shall thereupon use a fuel adjustment 
rate for all classes of electric service 
based upon calculations using total 
kilowatt hours of electricity delivered. 

4. If and when The Connecticut 
Light and Power Company increases 
any rate in its electric schedule which 
presently contains a fuel clause, at that 
time, the company must secure Com- 
mission approval if it proposes to con- 
tinue to use steam generated kilowatt 
hours, rather than total kilowatt hours 
delivered, as the divisor in the calcu- 
lations of its fuel adjustment rate un- 


der Commission Docket No. 7417. 
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Now Off the Press 


UTILITY AND 
_ TRANSPORTATION 
REGULATION 
IN WARTIME 


A Volume Containing the Entire Proceedings of the 1944 War 
Conference of the 


NATIONAL ASSOCIATION OF 
RAILROAD AND UTILITIES COMMISSIONERS 





Including round-table discussions and reports on the following timely 
and important subjects: 


Depreciation Problems (1944 report of Committee on Depreciation) 
Air Commerce Legislation—Excess Profits Taxes—Telephone Regu- 
latory Problems—Electric and gas problems in the transition from 
war to peace economy—Disposition of Excess Earnings— 
Deferred Maintenance—State regulation of Interstate 
Commerce Not Subjected to Federal Regulation— 

Separation of Judicial and Administrative 
Functions of Regulatory Commissions— 

Accounting and Valuation—These 
and Others $6.00 
COMMITTEE REPORTS SEPARATELY PRINTED AND OTHER 1944 PUBLICATIONS 
OF THE NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COMMISSIONERS 

1944 Depreciation report LSeprrement to 1943 viable: 

1943 Depreciation report (277 pages) ........... 

Excess Profits Tax report 

Telephone Committee report 

Legislation (containing 12 resolutions adopted by the Conference) 

Electric and Gas Company regulatory problems, Address of R. W. Peterson 

of Wisconsin seu, 

ACCOUs bir BM RA ASEIES disc. 2S 55 as AES So bale cowed < wae elsif oaphelh Stele. Stee te eas 1.00 

Disposition of Excess Earnings, address of Gilbert Shilson of Michigan 

Deferred Maintenance, address of Harry M. Miller of Ohio 

State regulation of interstate commerce, address of John E. Benton . 

Interpretations of Uniform Systems of Accounts for Electric Utilities 

Interpretations of Uniform System of Accounts for Gas Utilities .................. 1.50 

Interpretations of Uniform System of Accounts for Water Utilities ............... 1.50 
(Where remittance accompanies order we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 


7413 NEW POST OFFICE BUILDING WASHINGTON, D. C. 
Nn 
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Industrial Progress 


Selected information about products, supplies, and 


LPF 


services offered by manufacturers. Also announce- 
ments of new literature and changes in personnel. 


Catalog Contains Data on 
Rotameter Selection 


A NEW publication on rotameters issued by 
Cochrane Corporation contains in addi- 
tion to catalog material on the Cochrane line, 
helpful data on the selection of a rotameter 
for any particular service. 

Specific gravities of gases and of various 
metals used in floats are given, together with 
formulae for converting water and air ca- 
pacities to terms of other liquids and gases. 
Other selection factors, such as pressure drop, 
— of scale, and float material are also cov- 
ered. 

A copy of this publication, No. R-100A, may 
be obtained from the Cochrane Corporation, 
Philadelphia, 32, Pennsylvania. 


Network Calculator Analyzes 
Power System Design 
| BD ote opens problems in power system design 


and operation can now be analyzed eco- 
nomically and accurately at the Armour Re- 
search Foundation of [Illinois Institute of 
Technology by means of a new $80,000 a.c. 
network calculator purchased from Westing- 
house Electric & Manufacturing Company. 

Facilities and skilled engineering service for 
such study and analysis are thus provided on a 
cooperative basis on a scale that might not 
seem a justifiable expenditure for any one 
company as an individual, says Dr. W. A. 
Lewis, consulting electrical engineer at the 
foundation. 

Participating companies interested in mak- 
ing sure of a definite time each year, have pur- 
chased time on a unit basis. One unit permits 
the use of the board for one week each year 
for a period of twelve years. 

The 17 midwest companies who thus far 
make up the sponsor group are: Wisconsin 
Electric Power Company, Milwaukee, Wiscon- 
sin Power & Light Company, Madison, Wis- 
consin-Michigan Power Company, Appleton, 
Wisconsin Public Service Corporation, Green 
Bay, Wisconsin Gas & Electric Company, 
Racine, Allis-Chalmers Manufacturing Com- 
pany, Milwaukee, Interstate Power Company, 
Dubuque, Iowa Electric Light & Power Com- 
pany, Cedar Rapids, Iowa-Illinois Gas & Elec- 
tric Company, Rock Island, Kansas Gas & 
Electric Company, Wichita, Ohio Public Ser- 
vice Company, Cleveland, Sargent & Lundy, 
Chicago, United Light & Power Service 
Corporation, Davenport, Carnegie Illinois 
Steel Corporation, Chicago, Inland Steel 


Corporation, Chicago, Otter Tail Power 
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Company, Fergus Falls, and Illinois Institute 
of Technology, Chicago. 

Characteristics singular to any one power 
system can be reproduced in exactness but in 
miniature on the. a.c. network calculator. 
Hence, in determining solutions which would 
ordinarily be reached only through time-con- 
suming mathematical manipulations, an elec- 
trical engineer can set up in miniature an in- 
terconnected power system representing major 
transmission lines extending for hundreds of 
miles and measure the distribution of power 
and voltages at different stations under var- 
ious conditions. 

Circuit elements are available to represent 
simultaneously 12 generating stations, 100 
transmission lines or transformers, 40 loads, 
and 18 variable ratio transformers. Engineers 
analyzing power system operation can, from 
the readings on the board, determine the effect 
of additional loads, methods by which addi- 
tional loads may be carried, or the system 
changes that can be made. The miniature sys- 
tem reproduced on the board can be adjusted 
to simulate any operating condition on the 
power system itself. Since accurate measure- 
ments are possible at all points, the effect of 
changes in equipment or conditions can be 
forecast economically and correctly. 


Terminal Blocks Booklet Ready 


HE Burke Electric Company, Erie, Penn- 

sylvania, announces the publication of a 
new booklet, describing 10 styles of controlead 
terminal blocks originally developed for cen- 
tral station and substation control cable con- 
nections and now widely used as a junction 
point in any control wiring installation. The 
booklet contains a listing of complete styles, 
with cross section views, dimensions, and 
prices. Requests for copies of the booklet 
may be addressed to Department T. B., Burke 
Electric Company. 


New Face Shields Available 


grees new face shields which provide light- 
duty protection on operations such as metal 
sawing, acid handling, buffing, sanding, and 


“MASTER*LIGHTS" 


© Portable Battery Hand Lights. 
© Repair Car Roof Searchlights. 


© Hospital Emergency Lights. 





CARPENTER MFG. CO. 
197 MAS: ehsiicnT*MaReks” 
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TWIN FURNACE 
STEAM GENERATOR 


New 
Design 




















Four 450,000 Ib/hr, 1550 psi, 
950° FST with separately fired 
superheater furnace. Put in op- 
eration in 1943, had the follow- 
ing percentages of availability 
since starting up until January 


96.1% 


Including outages to make neces- 
sary changes and adjustments to 
perfect a new design. 
































No. Starting Mo. Availability 
January 1943 96.0%, 
February 1943 96.6 
May 1943 95.8 
June 1943 96.0 








FOSTER WHEELER CORPORATION @ 165 BROADWAY, NEW YORK 6, N. Y. 
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Why dig through a 
PILE 
of Catalogs? 
Find the 
Fitting 
you need, 
quickly— 


in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
large “ae as of conductor sizes; 
kA with 1, 2, 3, 4 or more bolts. 


L-M Elbows, with compression units 
ving a dependable grip on both con- 

oly Also Straight Connectors and 
Tees with same con- 


— 


light grinding are announced by the American 
Optical Company, Southbridge, Massachu- 
setts. Also announced are three types of but- 
ton-on windows for the shields: clear cellulose 
acetate for general purposes; 24 mesh screen 
for heat protection; and fibre with a filter 
glass window for welding and scarfing. 

The new face shields are, according to the 
manufacturer, light, comfortable, and sturdily 
made to withstand hard use. Due to their de- 
sign, they may be worn without discomfort by 
workers who wear prescription glasses. All 
the parts are easily interchangeable—facilitat- 
ing handling, stocking, and assembling. 


Kinnear Door Catalog Out 


A 40-PAGE catalog, entitled ‘Kinnear Roll- 
ing Doors,” is now available from Kin- 
near Manufacturing Company of Columbus, 
Ohio. This catalog contains up-to-date in- 
formation on doors for every requirement as 
well as specifications and installation data. 
Facts on Kinnear wood and all-steel ROL- 
TOP doors, bifold doors, “Akbar” rolling fire 
doors and shutters, Kinnear motor operators, 
and steel rolling ‘grilles, are aiso included. 
Copies of the catalog will be sent on request. 
Inquiries may be addressed to the company, 
2060-80 Fields Avenue, Columbus 16, Ohio. 
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Elected Addressograph Director 


LECTION of William I. Aitken of Lincoln, 
Nebraska, as a member of the board of 
directors. of Addressograph - Multigraph 
Corporation, Cleveland, manufacturers of 
business simplifying equipment, has been an- 
nounced by the corporation. 
Mr. Aitken is a member of the law firm of 


tact units. 


dy 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 


ees fe ee 
‘ao 


of 
eed 
al 


Clamp Type Straight Connectors 
and Reducers, Elbows, Tees, Ter- 
minals, Stud Connectors, etc. 


Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 


Vi-Tite Terminals for quick 
installation and easy taping. 

so sleeve type terminals, 
screw type, shrink fit, etc. etc. 


Splicing Sleeves, Figure 8 and Oval, seamless tub- 
ing—also split tinned sleeves. High conductivity 
copper; close dimensions. 

‘Preferred by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. + Sold by Leading Jobbers 


‘PENN- -UNION 


CONDUCTOR, FITTINGS. 
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Woods, Aitken & Aitken, which since 1927 has 
been general counsel of Addressograph-Multi- 
graph and its subsidiaries in Canada, England, 
Continental Europe, and South America. 

He is also a director of the Lincoln Tele- 
phone & Telegraph Company and the Wood- 
men Central Life Insurance Company. 


O’Connor Made Vice President 


Wi T. O’Connor has been elected 
vice president in charge of purchases of 
Manning, Maxwell & Moore, Inc., by the 
board of directors at their annual meeting. 

Mr. O’Connor came to Manning, Maxwell 
& Moore, Inc., as purchasing agent in 1928 
when the company acquired the American 
Schaeffer & Budenberg Company with whom 
he had the position of purchasing agent. 


Opens Texas Branch 


F Date Bacon, general manager of the 

fire extinguisher division of the Gen- 
eral Detroit Corporation, announces the open- 
ing of a new branch and warehouse in Dallas, 
Texas. S. M. Luce has been appointed divi- 
sion manager in charge of this office. 

The Dallas branch will handle distribution 
of General Detroit products in the South and 
Southwest. This supplements the corpora- 
tion’s other branches located in New York, 
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REQUIREMENTS 





MAIN LINE and 
FIELD LINE } DITCHING 


STRIPPING { RECONDITIONING 
PIPE for ) and TAKE-UP 


THE CLEVELAND TRENCHER COMPANY 


‘“‘Pioneer of the Small Trencher’’ 
20100 ST. CLAIR AVENUE CLEVELAND. OHIO 
“CLEVELANDS’ Save More...Because they Do More 
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Because you get maximum sulphur removal per 
pound of oxide. Lavino Activated Oxide is 
made especially for maximum activity and 
capacity, maximum trace removal and shock 
resistance. Comparing cost, performance and 
savings, we believe Lavino Activated Oxide has 
no close rival. 


For more information about its remarkable 
record, just write a note on your letterhead to 


E. J. LAVINO AND COMPANY 
1528 Walnut St., Philadelphia 2, Pa. 











DAVEY TREE TRIMMING SERVICB 


1846 1923 


JOHN DAVEY 


Founder of Tree Surgery 


DAVEY 


TREE TRIMMING 
FOR 


LinE CLEARANCE 


Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 


mete 


Chicago, Washington, Boston, Los Angeles, 
San Francisco, and Seattle. 

In addition to fire extinguishers, motor fire 
apparatus, and other types of fire fighting 
equipment, the General line includes first aid, 
safety, plant protection, and industrial main- 
tenance supplies. A buyer’s encyclopedia, il- 
lustrating and describing over 500 different 
items, may be obtained by executives, with- 
out charge, by writing the manufacturer, 
2270 East Jefferson Avenue, Detroit 7. 


Minnesota Manager Named 


NNOUNCEMENT is made by A. P. Hornor, 
vice president and general manager of 
the Ediphone division of Thomas A. Edison, 
Inc., of the appointment of Hector H. Lyman, 
of Montclair, New Jersey, as Ediphone dis- 
trict manager of Minnesota, with headquar- 
ters in Minneapolis. Mr. Lyman will occupy 
the position held by M. T. Wiliiams who has 
resigned because of ill health. 

Mr. Lyman has been in the office equipment’ 
business for a number of years. He first be- 
came affiliated with the Ediphone organiza- 
tion in 1938. During 1942 he spent six months 
with the Topographical Engineering branch 
of the U. S. Army. 


To Represent Electromaster 


LE eee InpustrigEs, INc., of New Orleans, 
builders of famous invasion landing 
craft, will enter the postwar electric appli- 
ance picture as distributors for Electromaster 
ranges and water heaters. Gerald Hulett, vice 
president of Electromaster, in announcing the 
appointment, said that the Higgins territory 
will include Louisiana, southern and central 
Mississippi. 

This appointment is an additional step in 
Electromaster’s two-fold postwar program, one 
phase-of which is the development of a na- 
tion-wide sales and service organization to 
make Electromaster ranges and water heaters 
easily available to customers throughout the 
country. The other phase of this program is 
the designing of a complete line of new and 
improved models incorporating the latest de- 
velopments. 


G-E Consumers Institute 
Head Named 


Sa Woopy has been appointed di- 
rector of the General Electric Consum- 
ers Institute, C. R. Pritchard, general sales 
manager of the company’s appliance and mer- 
chandise department announced. Miss Woody 
was director of foods for McCall’s magazine 
from 1935 to 1944 and previously had long 
experience as an advertising copywriter and 
director of daytime radio programs. 

As director of the institute, Miss Woody 
will head up a broad program of basic food 
research and an extensive consumer informa- 
tion program designed to disseminate as wide- 
ly as possible practical solutions to homemak- 
ing problems. Miss Woody and her staff wil 
test all appliances in the institute’s labora- 
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Complete Equipment for the Precision Measurement, 


Regulation and Control of 


EMCO CAST IRON 
DOMESTIC METERS 


Made in both regular and curb box types. 
Heavy cast iron one-piece body, for leak re- 
sistance, permanence, and safety. Exclusive 
valve plate design with working parts integral 
simplifies inspection and maintenance. 


Flowing Gases 


EMCO TIN METERS 


Standardized parts, assembly by jig and 
gauge plus rigid inspection and test provide 
extreme accuracy and durability. All tinned 
parts electro-plated after stamping including 
cut edges. Made in both five and ten light sizes. 





EMCO LARGE CAPACITY 
IRON METERS 


Have rugged cast iron outer housings for 
safety. All internal mechanism attached to re- 
movable valve plate permitting inspection, 
repairs, or replacement without dismantlin, 
meter from the line. Made in both intermedi- 
ate and high pressure types. 


EMCO LARGE CAPACITY 
PRESSED STEEL METERS 


These meters effectively solve the problem 
of metering extremely large consumption b 
the positive diaphragm displacement inst | 
They are strong, yet light in weight and 
occupy less floor space than any other meter of 
Similar capacity. 





EMCO ORIFICE METERS 


Design features include forged steel unit 
manometer construction; stainless steel internal 
parts; independent static and differential units; 
no angularity error; smooth accurate differen- 
tial movement; moisture-proof case, and an 
all-welded manifold. 


EMCO APPLIANCE REGULATORS 


All appliances and, particularly, 
those with automatic controls, should be 
— with gas at constant pressure. 
EMCO makes a complete line of spring 
and weight loaded Appliance Regulators 
for every requirement. 


= 





EMCO “1001” REGULATOR 


These regulators are made in both stand- 


7, ard and high pressure types. Provide precision 


control over all utilization pressures normally 
encountered on industrial gas applications. 
Pilot loaded diaphragm and compact dimen- 
sions are features. 


EMCO TYPE B EJECTOR 
SERVICE REGULATORS 


Provide three definite improve- 
ments in service regulator performance. 
Inffective automatic loading, low shut-off, 
and increased capacity have all been made 
possible without essentially changing a 
design and construction proved success- 
ful over many years. 


a 





EMCO LOW PRESSURE 
BALANCED VALVE REGULATORS 


Designed for large volume, low pres- 
sure reduction and control. Balanced 
valve construction for precision regula- 
tion. Readily accessible interchangeable 
valve box provides operational flexibili- 
ty and simplifi i e. Produced 


r 
in sizes 2” to 24”. 





EMCO HIGH PRESSURE 
PILOT LOADED REGULATORS 


All EMCO High Pressure Regulators may 
be furnished with Pilot Loading Head for ex- 
treme control accuracy. Designed for large 
volume, high pressure regulation. Pilot Regu- 
lator can be piped to outlet line or optionally 
bled to atmosphere. 





NORDSTROM STANDARD VALVES 


Pressure lubrication keeps these 
valves freely operable under field condi- 
tions that normally cause sticking and 
hard turning. Quick, quarter turn oper- 
ation; gre pi or multiport types. 
Sizes 44 inch through 30 inch. 





NORDSTROM HYPRESEAL VALVES 


Developed for the higher ranges of work- 
ing pressure and for severe services in general. 
Features include inverted full-floating plug, 
separate load carrying stem, spring plate ad- 
justment, and single ball thrust bearing. 


. 
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PITTSBURGH EQUITABLE METER COMPANY 


Atlanta 
Chicago 


tM 


Houston 
Pittsburgh 
Kansas City 


Main Offices, 


MERCO NORDSTROM VALVE CO. 

PITTSBURGH, PA. 
San Francisco 

National Meter Divisi 


Los Angeles 
Tulsa 
New York 


ide 


N.Y. 





METERS AND 
REGULATORS 


* NORDSTROM 


bid baie] 


Boston 
Seattle 


UBRICATED 
LUG VALVES 
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INDUSTRIAL PROGRESS—( Continued ) 





tories from the housewife’ s viewpoint, check- 
ing their findings in the homes of consumers 
with factory engineers tq ensure most satis- 
factory product riers and design. 

Dr. Donald K. Tressler will continue as a 
consultant to G-E on special problems in con- 
nection with food technology. 


Elliott Company Executive - 
Changes Announced 


“th gectanr of the office of engineering vice 
president and additional responsibilities 
for other executive officers of Elliott Com- 
pany, Jeannette, Pennsylvania, were an- 
nounced by Grant B. Shipley, board chairman 
and president, following the company’s annual 
meeting, held recently. 

A. Elliott, vice president in charge of 
sales, was elected executive vice president. 
Ronald B. Smith, manager of engineering re- 
search and development, was elected vice pres- 
ident in charge of engineering. M. G. Shev- 
chik, secretary, was elected secretary and 
treasure’, 

Elliott executive officers reélected include: 
Grant B. Shipley, board chairman and presi- 
dent; F. H.-Stohr, assistant to the president ; 
R. W. Owens, vice president in charge of man- 
ufacturing; and Dundas Peacock, controlier. 
Present directors were reélected. 


Trumbull Electric Appoints 
Pacific Division President 


Ope D. HeEpLER has been appointed 
president of the Pacific division, Trum- 
bull Electric Manufacturing Company, w'th 
factories at Seattle, Washington, and Los 
Angeles, California, according to a recent an- 
nouncement. Mr. Hepler will be located at the 
Seattle plant. 

Alfred G. von Normann, former manager 
of the Los Angeles plant, has been elected 
vice president. William E. Froude will act 
as secretary-treasurer. In his new position, 
Mr. Hepler succeeds John H. Trumbull, who 
retired as president on January Ist. 


Acroil Burner Appointments 


ERNARD GOULD, formerly in charge of Dip 
Tank sales, has been appointed general 
sales and advertising manager of the Aeroil 
Burner Company, Inc., of West New York, 
New Jersey. This company was recently 
awarded the Army-Navy “E” as manufac- 
turers of industrial heating equipment. Branch 
offices are located in Chicago, Dallas, and San 
Francisco. 
Ed Skillman, formerly with the NAM in 
New York has taken over the Weed Burner 
division as assistant sales manager. 





Davey Pneumatic Saws Ready 


8 eed Compressor ComPANny, Kent, Ohio, 
announces the manufacture of pneuma- 
These saws 
are available in 15-, 18-, and 24-in. models and 
can cut diameters up to the sizes indicated. 


tic saws for utility operations. 


For example, an 18-in. saw handles timber 
from 6-in. to 18-in. diameter, if desired. 
Construction and line maintenance men 
state that Davey pneumatic saws have heiped 
solve their manpower problems, since two men 


can do the work formerly requiring six or 
eight on timber-cutting and line-clearing jobs. 

Davey pneumatic saws operate on the same 
principle as the cross-cut saw, and can be 
used above or under water. At 225 strokes per 
minute the saw can cut an 18-in. timber in less 
than one minute. The operator, according to 
the manufacturer, does not have to support the 
saw’s weight, because an ingenious clamping 
device, easily operated, carries the weight of 
the saw, and prevents arm-jerking joits and 
uneven cuts, 


Pneumatic Saw Makes 
It Possible for Two 
Men to Do Work of Six 





Mention the FortNiGHTLY—/t identifies your inquiry 
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| MORE MOBILITY & 
MORE ECONOMY & 


with DAVEY 
AUTO-AIR 








There are more construction 
jobs which require compressed air 
for a short period of time than 
there are “steady” jobs which need 
trailer-mounted equipment. The having electric welding and 
“short” jobs requiring MAXIMUM _floodlighting equipment all 
MOBILITY make up the big field mounted on the truck if desired 
in which the Davey AUTO-AIR has — are savings evident to any 
no competition. engineer or contractor. 
The savings from using ome engine Durable, time-proved Davey 
to drive both the truck and the AUTO-AIR compressors are 
compressor, of having mobile available in 60, 105, 160, 210 
equipment that can rush air, men, and 315 cfm capacities. Can be 


tools and material to the job, of installed on most trucks. 
PUBLIC UTILITY COMPANIES CAN CUT DOWN COSTS— 
WITH THE MOBILITY OF A DAVEY AUTO-AIR COMPRESSOR 


Write For Free Davey Catalog E-172—Gives full information on Davey 
Compressors, Truck Power Take-Offs and Pneumatic Saws. D-145-48 


DAVEY ©7285. 2 


DEALERS IN. PRINCIPAL CIT tims 
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a FOr. . 
with these Ws, 


UNDERGROUND 
CABLEWAYS 





These 5 advantages of 


TRANSITE DUCTS 
assure low maintenance 





, Permanently smooth bore...long cable 
ulls and replacements are made easy. Danger 
f damage to cables is minimized. 


'. Easily and quickly installed...long, light- 
reight lengths and simple assembly method 
ssure rapid, economical installation. 






—— eagerness 
hs. en hey 6 iD ALI OL POE 
ncn, “ala tro sg Arenppen 
oo 


i. Inorganic...made of asbestos and cement 
ompressed under great pressure. This pro- 
ides permanence and strength...makes these 
ucts immune to rust and rot. 


‘+s Immune fo electrolysis...being entirely 
1organic and non-metallic, Johns-Manville 
‘ransite Ducts are not affected by electrolysis 
r galvanic action. 





i RES RT os Ri PRI 


's Incombustible...won’t contribute to the 
»rmation of dangerous smoke, gases, or 
umes. If burnouts do occur, these inorganic 
ucts provide maximum protection to adja- 
ent cables and permit easy removal of dam- 


ged conductor. Thinner-walled but otherwise identical with 


or complete details on jJ-M Transite Ducts, TRANSITE CONDUIT—for exposed work and for ¥ 

rrite for Data Book DS-410 Johns-Manville derground without a concrete encasement. 
> > 

2 East 40th Street, New York, N. Y. 


olins=-Manville 
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nn 


Public Utilities Fortnightly 





BUILDING WIRE -: IMPERIAL NEOPRENE JACKETED PORTAELE CABLES 


CRESCENT SYNTHOL Type SNW 
Gor More Conper In Wet Locations 


© @:.@ 


OLD NEW 


No. 14/3 Conduc- Three No. 10 — Three No. 6 — 
tor, Type RL car- Type RW carry 25 Type SNW carry 
ries 15 Amp. Amp. 54 Amp. 


ENTRANCE CAB 


Insulated with a special thermoplastic that is extremely re- 
sistant to moisture, acids, alkalies and oil, inherently flame- 
retarding, high dielectric and mechanical strength, bright 
permanent colors, small diameter, easy pulling, free stripping 


SYNTHOL Type SNW 


is approved by Underwriters Laboratories in sizes from #14 through 
#4/0 AWG under section 3035 of the 1940 N.E. Code for use in raceway 
» systems, such as: (a) Underground, (b) In concrete slabs or other masonry 
© - in direct contact with the earth, (c) In wet locations, (d) Where the con- 
densation and accumulation of moisture within the raceway is likely to 


occur. 


White for Descriptive Golder on Types 
SNW aad SN 


CRESCENT INSULATED WIRE & CABLE CO. 
TRENTON, N. J. 


CRESCENT @ 


WIRE and CABLE 


MORED CABLE «: RUBBER POWER CABLES - VARNISHED CAMBRIC CABLE 
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You wouldn’t 
tackle this job 


April 26, 1945 


with a Blow Torch 


> 


Trying to stress-relieve this main steam 
boiler lead loop with a blow torch in the field 
would be ridiculous. 

Grinnell provides the specialized shop 
equipment to handle this class of work 
Grinnell engineers and technicians have 
resourceful “know-how” gained from long 

_ experience. By continuous laboratory re- 


Pipe Fabrication Plants 


Providence, R. I. Atlanta, Ga. Warren, Ohio 


Branch Warehouses 
Atlanta 2, Ga. Los Angeles 13, Cal. Providence 1, R. I. 
Charlotte 1, N. C. Minneapolis 15, Minn. St. Louis 10, Mo. 
Chicago 9, Ill. New York 17,N.Y. St. Paul 2, Minn. 
Cleveland 14,0. Oakland 7, Cal. 


Houston 1, Tex. Philadelphia 34, Pa. Seattle 1, Wash. 


San Francisco 7, Cal. 


12’° Main Steam Boiler Lead 
loop 850 Ibs. Pressure 950 
Temperature Made of Carbon 
Molybdenum Steel Pipe 


Full Furnace Stress Relieve d 
R. E. Burger Station of the Ohio Public Service Co, 


search and experimentation they are devel 


oping new processes and techniques for tht 


prefabrication of piping for higher pressure 
higher temperatures and corrosive services 

Contact Grinnell whenever piping plan 
call for interpretive engineering, laborator 
research and shop fabrication. 


GRINNELL COMPANY, INC. 
Executive Offices, Providence 1, R. I. 


~ GRINNELL 


whenever PIPING is invo.iveo 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, design, and construction. » » > 





Tue AMERICAN A PppPRAISAL Company 
INVESTIGATIONS, APPRAISALS AND STUDIES 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANOISCO 
and other principal cities 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








DESIGN Si ord, Bacon & Davis, ANC. BATE CASES 


CONSTRUCTION APPRAISALS 


Engineers 
VALUATIONS AND REPORTS 
NEW YORK PHILADELPHIA WASHINGTON CHICAGO 








GILBERT ASSOCIATES, Inc. 


SPECIALISTS 


ENGINEERS 
POWER ENGINEERING SINCE 1906 p. os..sine and Expediting, 


Steam, Electric, Gas, Hydro, 
Designs and Construction, Serving Utilities and Industrials Rates, Research, Reports, 
Operating Betterments, Personnel Relations, 
Inspections and Surveys, Reading, Pa. Original Cost Accounting, 
Feed Water Treatment. Washington New York Accident Prevention, 














FREDERIC R. HARRIS, INC. 


Engineers Constructors Management 
Reports Appraisals Valuations 
NEW YORK 


Knoxville San Francisco Houston 
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LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 


Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 








CHAS. T. MAIN, INC. 
ARCHITECTS — ENGINEERS 
Power Surveys—Investigations-——V aluations—Reports 
' Steam, Hydro Electric and Diesel Plants 
Boston, Mass. e=s Washington, D. C. 








J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 

Public Utility Affairs including Integration 








PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 


DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 


231 S. LA SALLE ST., CHICAGO (4), ILL. 








SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
Chicago New York San Francisco 











Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 











STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING ° APPRAISALS 


BOSTON « NEWYORK e¢ CHICAGO + HOUSTON e PITTSBURGH 
SAN FRANCISCO ¢« LOS ANGELES 
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WELSBACH ENGINEERING and MANAGEMENT CORPORATION | 

Utility — e Engineering « Construction « Street Lighting Maintenance 
Consultants on All Phases Utility Operations 

General Office: 1500 Walnut St., Philadelphia 2 








The J.G. WHITE ENGINEERING CORPORATION 
Design——Construction—Reports—Appraisals 

Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 








ALBRIGHT & FRIEL, INC. JacKSON & MORELAND 


Consulting Engineers ENGINEERS 
Water, Sewage and Industrial Waste Problems 
Airfields, Refuse Incinerators & Power Plants PUSLIC UTILITIES—INDUST RIALS 
Industrial Buildings RAILROAD ELECTRIFICATION 
City Planning Reports Valuations DESIGN AND SUPERVISION VALUATIONS 
Laboratory ECONOMIC AND OPERATING REPORTS 


1520 Locust Street Philadelphia 2 BOSTON NEW YORK 


BARKER & WHEELER, ENGINEERS | | JENSEN, BOWEN & FARRELL 








DESIGNS AND CONSTRUCTION — OPERATING Engineers 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — ore 
MANAGEMENT — APPRAISALS — RATES Ann Arbor, Michigan 
Appraisals - Investigations - Reports 


1) PARK PLACE, NEW YORK CITY in connection with 


36 STATE STREET, ALBANY, N. Y. rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 














BLACK & VEATCH LUCAS & LUICK 


CONSULTING ENGINEERS ENGINEERS 
Appraisals. investigations and  re- 
vorts, design and supervision of con- OPERATION. Rk aptnednnae 
struction of Publie Utility Properties INVESTIGATIONS, REPORTS, RATES 


4706 BROADWAY KANSAS CITY. 
231 S. LaSaLie St., Cuicaco 











EARL L. CARTER A. S. SCHULMAN ELEctric Co. 


Consulting Engineer C ontractors 


EGISTERED IN INDIANA, NEW YORK, On} : 
ENNSYLVANIA WEST Vincrnes oetieeue TRANSMISSION LinES—UNDERGROUND DisTRI- 
BUTION — Power STATION — INDUSTRIAL — 


Public Utility Valuations, Reports and 
Original Cost Studies. CoMMERCIAL INSTALLATIONS 


910 Electric Building Indianapolis, Ind. 537 SoutH Dearsorn St. Cricaco 








W. C. GILMAN & COMPANY Representation in this Professional Directory 


may be obtained at very reasonable rates. 
ENGINEERS Kindly address inquiries to: 
and ADVERTISING DEPARTMENT 


FINANCIAL CONSULTANTS Public Utilities Fortnightly 
1038 Munsey Building 


55 Liberty Street New York Washington 4, D. C 
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BRING YOUR BILL ANALYSES 
UP TO DATE 


You can save 50% in time and money with 


THE ONE-STEP METHOD 





OF BILL ANALYSIS 











LL but current bill frequency data has been rendered obsolete by the 
marked increase in kilowatt-hour sales. How much of this load will 
you retain? 


Now is the time to bring your bill analyses up to date. In addition to a 
knowledge of the existing situation, certain trends may be disclosed which 
will be of considerable value to you in planning your post-war rate and pro- 
motional programs. 


The One-Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One-Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 


102 Maiden Lane, New York 5, N. Y. 
Chicago Detroit Montreal Toronto 
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REPETITIVE MANUFACTURE em 


a RM 44__for Repetitive. Manufacture — is 

becoming a designation of increas- 
ing importance in the purchase of power trans- 
formers, unit. substations, and switchgear, and 
even mobile substations. General Electric applies 
it to those types and ratings that are so widely 
applicable—and- so. well-accepted—that we 
can build them repetitively. 


kva) of the type you can order “‘right out of the ca 


In these wartime days, we sometimes rece 
a single order which, of itself, proves the cas 
for repetitive manufacture. In building 
equipment to a standard design, we acco 
plish important savings in engineering time fo 
the buyer, and in production time at our plan 
Uniform operating practices are easy | 
establish; costs of maintenance and of sia 
spare parts are sure to be low. 


As you plan your future purchases of hee 
power apparatus, let us work with you alo 
this route toward lower investment and opera 
ing costs, General: Electric Company, Schenectad 
5, New York. 


Buy all the BONDS you can—and keep a’! you buy 


GENERAL @ ELECTRIC 
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